Comprehensive Annual
Financial Report

City of Milwaukee, Wisconsin

for the Year Ended December 31, 2004

W. Martin Morics
Comptroller



Comprehensive Annual
Financial Report

City of Milwaukee, Wisconsin

for the Year Ended December 31, 2004

Office of the Comptroller

W. Martin Morics
Comptroller



CITY OF MILWAUKEE
COMPREHENSIVE ANNUAL FINANCIAL REPORT
TABLE OF CONTENTS
FOR THE YEAR ENDED DECEMBER 31, 2004

INTRODUCTORY SECTION

Comptroller's Letter of Transmittal
(@ 14e =T gl 21 110 ] o I O 4 =T o S SR
Names of Principal OffiCials .........c.ueiiiiii e
G.R.A.T.E. Certificate of COmMMENAAtION  ........oooiiiiiiiie e an

Report of INdependent AUAILOrS ..........ooiiiiiiiii et e e e e e e e ete e e e earae e e e e eaees
Management's DiSCUSSION aNd ANAIYSIS  .....ciiiiiuiiiiiieiiii ettt e e et e e e e e e e e ennaeeeas

BASIC FINANCIAL STATEMENTS:
Government-wide Financial Statements:
StatEMENT Of NEE ASSEES ..ottt e e e e e e e e e e e e e e e e e e e e e nrreeeeeeaeaeeens
StateMENt Of ACHVILIES ...t e e e e e e e e eaeeeeeeee e e asraraenrrnnnnes

Fund Financial Statements:
Balance Sheet - Governmental FUNAS  .......oooviiiiiiiieeeeeeeee e e e e e e e e e e e e e e e e earaaenees
Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Assets .........
Statement of Revenues, Expenditures, and Changes in Fund Balances -
(€103 2= g 10T 01 7= T STV Ta e -3
Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances
of Governmental Funds to the Statement of ACtiVities .........cooooiiiiiiiieeeeeeeee e

Statement of Net Assets - Enterprise FUNAS ........cc.ueiiiiiiiiiiic e
Statement of Revenues, Expenses, and Changes in Fund Net Assets - Enterprise Funds .........
Statement of Cash Flows - Enterpris@ FUNAS  .......ccoouiiiiiiiiiiiiccceceeee e

Statement of Fiduciary Net Assets - Fiduciary FUNAS  .........ccoooiiiiiiiie e
Statement of Changes in Fiduciary Net Assets - Fiduciary Funds ........c.cccceeiiiiiiie e

Statement of Net Assets - Component Units - Enterprise FUNAS  ........ccoooiiiiiiiiiiiiiicccceeeeeee,
Statement of Activities - Component Units - Enterprise FuNds .........cccccccooiiiiieiiiiiiiiiice e,

NOTES TO THE FINANCIAL STATEMENTS ..o s

REQUIRED SUPPLEMENTARY INFORMATION:
Budgetary Comparison Schedule - General FUNd .........ccoiiiiiiiiieee e

Exhibit
or Table Page
Number Number

5
10

11

12

15

17

1 34
2 36
A-1 40
A2 43
A-3 44
A-4 47
B-1 48
B-2 51
B-3 52
C-1 54
C-2 55
D-1 56
D-2 58
62

E-1 91




CITY OF MILWAUKEE
COMPREHENSIVE ANNUAL FINANCIAL REPORT
TABLE OF CONTENTS
FOR THE YEAR ENDED DECEMBER 31, 2004

COMBINING AND INDIVIDUAL FUND STATEMENTS AND SCHEDULES:

Combining Balance Sheet - Nonmajor Governmental Funds ..........ccooiiiiiiiiiiiiiieeeee e

Combining Statement of Revenues, Expenditures and Changes in Fund Balances -

Nonmajor Governmental FUNAS ..o

Schedule of Revenues, Expenditures and Changes in Fund Balance - Budget and Actual -

Grant and Aid PrOJECES ..ttt e e et e e e et e e e e e e e e e e nnaeaaaeas

Schedule of Revenues, Expenditures and Changes in Fund Balance - Budget and Actual -

Community Development BIOCK Grant ..........oooiiiiiiiiii e

Schedule of Revenues, Expenditures and Changes in Fund Balance - Budget and Actual -

ECONOMIC DEVEIOPMENT ...ttt ettt e e s
Combining Statement of Net Assets - Nonmajor Enterprise FUuNdS...........cccocveiiiiiiiiciiiccc e

Combining Statement of Revenue, Expenses, and Changes in Fund Net Assets -

NONMAJOr ENErpriSe FUNGAS .....veiiiiiiie ittt s
Combining Statement of Cash Flows - Nonmajor Enterprise FUNds ..........cccoceiiiiiiiiiiniiceieee
Combining Schedule of Changes in Assets and Liabilities - Agency Funds .........ccccocceiiiieiiiinennn.

MISCELLANEOUS FINANCIAL DATA:

Combined Schedule of Delinquent Taxes Receivable ..o
Combined Schedule of Cash and Cash Equivalents and Investments -Reporting Entity ...................
Debt Service Requirements to Maturity - General Obligation Bonds and Notes ...........cccccccieinnieee.
Debt Service Requirements to Maturity - Water Revenue and Disclosure of Bond Coverage ...........

Debt Service Requirements to Maturity - Sewer System Revenue and Disclosure of Bond Coverage

Schedule of Account Balances - Capital Projects by PUrpoSe ........ccccooiiiiiiiiiiiiiec e
Schedule of Revenues, Expenditures, and Changes in Fund Balance - Capital Projects by Purpose..
General Fund - Schedule of Revenues - Budget and Actual ...........ccociiiiiiiiiii e
General Fund - Schedule of Expenditures - Budget and Actual .........c.ccoooiiiiiiiiiiiicee

STATISTICAL SECTION

Government-Wide Expenses by FUNCON - TWO YEArS ......ccocciiiiiiiiiiiiic e
Government-Wide REVENUES - TWO YEAIS  ...cooiiiiiiiiiiiiiie ettt ettt
General Government Expenditures by Function - Last Ten Years ........ccccociiiiiiiciiicinecc
General Revenues by Source - Last TEN YEAIS ....cc.oiiiiiiiiiiiiiiiei et
Property Tax Levies and Collections - Last TEN YEArS .......ccocveiiiiiiiiiiieiee e
Assessed and Estimated Actual Value of Taxable Property - Last Ten Years ........ccccccevciiiiiiceiinnenn.
Property Tax Rates and Tax Levies - All Overlapping Governments - Last Ten Years ..........c.cccceo...

Special Assessment Collections - Last TEN YEArs ......cocuiiiiiiiiiiiiii e
Ratio of Net General Long-Term Debt to Assessed Value and Equalized Value and

Net Long-Term Debt Per Capita - Last TEN YEArs .......occiiiiiiiiiiiie e
Computation of Legal Debt Margin .........ooiiiiiii et
Computation of Direct and Overlapping DEDE ..ot

Ratio of Annual Debt Service Expenditures for General Long-Term Debt to General

EXPENdItures - Last TEN YEAIS  ...ouuiiiiiiie ittt
Demographic StatistiCs - Last TEN YEAIS ......ooiiiiiiiiii e
Property Values, Construction and Bank Deposits - Last Ten Years ........ccccccoiiiiiiiiiiiiiiieee e
PrINCIPAl TAXPAYEIS ...ttt e e e e e e et e et e et e ek et e e et et e e nab e e et e e
Schedule Of INSUrANCE IN FOICE  ...oiiieiiie et e e e e e e e e e e enaeeeaa s
Miscellaneous StatistiCal Data ............ooiiiiii e

Exhibit
or Table
Number

F-2

F-3

F-4

-1
I-2
-3
I-4
I-5
I-6
I-7
-8
-9

ONO AR~ WN =

—_
_\O©

12
13
14
15
16
17

Page
Number

96
97
98
99

100
102

103
104
106

110
111
112
120
121
122
124
126
127

131
132
133
134
135
137
138
140

141
142
143

144
145
146
147
148
150







This page left blank intentionally.



July 29, 2005

Honorable Tom Barrett, Mayor

The Members of the Common Council
City of Milwaukee

Milwaukee, W1 53202

Dear Mayor and Council Members:

| am pleased to present the Comprehensive Annual Financial Report (CAFR) of the City of Milwaukee for
the fiscal year ended December 31, 2004. This report is prepared to satisfy the City Charter requirement for the Office of the
Comptroller to prepare an annual statement of revenues and expenditures and the Common Council’s request for an
independent examination of financial activity of the City of Milwaukee. The report was prepared by the Office of the
Comptroller in conformity with accounting principles generally accepted in the United States of American (GAAP) as set forth
by the Governmental Accounting Standards Board (GASB) and other authoritative accounting standard setting bodies. This
report presents the financial position of the City of Milwaukee and its component units. The CAFR reflects the actual
financial activity of the past year rather than proposed activity for a future year, as presented in the City’s Annual Budget.

This report consists of management’s representation concerning the finances of the City of Milwaukee.
Consequently, management assumes full responsibility for the completeness and reliability of all of the information presented
in this report. To provide a reasonable basis for making these representations, management of the City of Milwaukee and
the component units are responsible for establishing and maintaining an internal control structure designed to ensure that
the assets entrusted are protected from loss, theft or misuse, and to ensure that adequate accounting data is compiled to
allow for the preparation of financial statements in conformity with GAAP. The internal control structure is designed to
provide reasonable, but not absolute, assurance that these objectives are met. The concept of reasonable assurance
recognizes (1) the cost of a control should not exceed the benefits likely to be derived and (2) the valuation of costs and
benefits require estimates and judgments by management. As management, we assert that, to the best of our knowledge
and belief, this financial report is complete and reliable in all material respects.

An independent firm of licensed certified public accountants, KPMG LLP, has audited the City of
Milwaukee’s financial statements. The goal of the independent audit was to provide reasonable assurance that the financial
statements of the City of Milwaukee for the fiscal year ended December 31, 2004, are free of material misstatement. The
independent audit involved examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements; assessing the accounting principles used and significant estimates made by management; and evaluating the
overall financial statement presentation. The independent auditor concluded, based upon the audit, that there was a
reasonable basis for rendering an unqualified opinion that the City of Milwaukee’s financial statements for the fiscal year
ended December 31, 2004, are fairly presented in conformity with GAAP.

The GASB Statement No. 34, Basic Financial Statements — and Management’s Discussion and Analysis —
for State and Local Governments requires that management provide a narrative introduction, overview, and analysis to
accompany the Basic financial Statements in the form of a Management’s Discussion & Analysis (MD&A). This letter of
transmittal is designed to complement the MD&A and should be read in conjunction with it. The MD&A can be found
immediately following the report of the independent auditors.

The Comprehensive Annual Financial Report is presented in three sections. The Introductory Section
includes a list of principal officials, an organizational chart, and this letter of transmittal, which highlights significant aspects of
the City and particular financial issues. The Financial Section includes the independent auditors’ report, Management’s
Discussion and Analysis, the basic financial statements (government-wide statements and fund statements), notes to the
financial statements, other required supplementary information (RSI), combining financial statements and other financial
schedules. The Statistical Section includes exhibits and tables of unaudited data depicting the financial history of the City,
as well as demographic and other miscellaneous statistics, generally presented on a multi-year basis.
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THE REPORTING ENTITY AND ITS SERVICES

The City of Milwaukee was incorporated as a city on January 31, 1846, pursuant to the laws of the territory
of Wisconsin. The city, in operation under a Home Rule Charter since 1874, provides for a council-mayor form of
government. The Mayor, Comptroller, Treasurer, City Attorney and 15 Common Council members are elected officials of the
City. Local elections are nonpartisan. Officials are elected to identical four-year terms. The City of Milwaukee held a
general election for these positions in April 2004. The Mayor is the Chief Executive Officer and maintains a cabinet form of
government controlling major City departments by appointing department heads that are subject to confirmation by the
Common Council. The Mayor is responsible for the preparation of an annual city expenditure budget, subject to review by
the Common Council. The Common Council is responsible for the management and control of the finances and property of
the City and has the full power and authority to establish, enforce and modify all regulations for the government. The
Comptroller, as the Chief Financial Officer for the City, has responsibilities for the establishment of City accounting policies
and procedures, revenue estimating and monitoring, examination and investigation of all matters related to the finances of
the City, issuance of debt and financial reporting. The City Treasurer is responsible for the receipt, disbursement and
investment of all monies accruing to the City, including the collection of property taxes. The City Attorney is responsible for
all legal matters of the corporation, including furnishing legal opinions, drafting all legal documents and defending the City in
any legal actions.

The City of Milwaukee provides a full range of municipal services, including police and fire protection,
sanitation, health, culture and recreation, public works, conservation and development and administrative support services.
Also included in the report are the enterprise operations of the Metropolitan Sewerage District User Charge, Parking, Port,
Sewer Maintenance and Water Works. These activities are under the direct oversight responsibility of the Mayor and
Common Council and constitute the primary governmental functions of the City of Milwaukee. In addition, entities for which
the City has financial accountability or for which the nature and significance of their relationship with the City would cause
these financial statements to be misleading or incomplete are a part of the reporting entity. Discretely presented component
units are reported in a separate column in the government-wide financial statements to emphasize that they are legally
separate from the primary government and to differentiate their financial position and results of operations from those of the
primary government. The following organizations are reported as discretely presented component units: Milwaukee
Economic Development Corporation, City of Milwaukee Housing and Redevelopment Authorities and Neighborhood
Improvement Development Corporation.

The City maintains budgetary controls, the objective of which is to ensure compliance with legal provisions
of the annual budget adopted by the Common Council of the City of Milwaukee. Activities of the general, capital projects
funds and certain special revenue, debt service and enterprise fund types (exclusive of the component units) are included in
the City’s annual budget. The component units’ respective Boards approve their budgets. City departments are required to
submit their annual budget requests for the ensuing year to the Mayor by the second Tuesday in May. After all requests
have been reviewed, the Mayor submits his proposed Executive Budget to the Common Council. The City Charter requires
that this be done on or before September 28. The Common Council must complete its review and adopt the budget on or
before November 14. Once adopted, Common Council approval is required to amend the total appropriations by a
department, the legal level of control for each budget. The level of budgetary control (that is, the level at which expenditures
cannot legally exceed the appropriated amount) is established by function (i.e. salaries, operating expenditures, equipment)
for each department for the general fund and enterprise funds. Project life rather than the standard current fiscal year is
utilized for capital funds and special revenue funds. The City of Milwaukee also maintains an encumbrance accounting
system as a technique of accomplishing budgetary control. Budget-to-actual comparisons are provided in the Required
Supplemental Information Section of this report for the General Fund.

LOCAL ECONOMY

Milwaukee is the largest City in the State, with a 2004 population of 593,920 which has been quite stable
since 2001. Due to its large population, it is also the only City of the First Class within the State of Wisconsin.
Geographically, Milwaukee consists of 95.8 square miles and is situated in the southeast corner of the State with Lake
Michigan at its east boundary. For 2003, Milwaukee’s median age was 30.6 years and had a per capita income of $13,680.
The unemployment rate averaged 9.3% during 2004.

Milwaukee has a diversified economy with strong service and manufacturing sectors. The service sector
(service, finance, insurance, real estate and retail trade) employs over 69% of the workforce. Manufacturing firms employ
17% of the work force. The area is not dominated by any large employers. Less than two percent of the manufacturers
have employment levels greater than 500. Less than one percent of the employers in finance, insurance and services have
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more than 500 employees. The City’s largest taxpayers are representative of the banking, insurance, real estate, hotel and
brewery industries. The City is actively promoting high-tech development and has had some success attracting high-tech
industries. These industries provide relatively high wage jobs. While it is important to continue this effort, these types of
firms have been reluctant to invest due to the devastation of the last recession on this industry. The same issues that face
the national economy are also being felt locally. Particularly in the manufacturing industry, unemployment remains high with
limited business investment. Milwaukee will continue to judiciously provide appropriate incentives to promote business
development.

In addition to pursuing new business, the City takes an active role in guiding economic development to
serve the community. The City manages a number of programs intended to assist in local business retention efforts, provide
permit assistance to new businesses, seek out aPpropriate sites, and, with local business organizations, to improve
conditions. The City has recently established its 36" Business Improvement District and Tax Incremental District #57. In
addition, the City manages several various Development Fund Projects to promote urban renewal throughout the City.

Milwaukee’s arts, entertainment, professional sports, restaurants, parks, conventions, and businesses
attract about 6 million visitors a year. There are about 20 major annual festivals hosted in Milwaukee. Summerfest is
promoted as the world’s largest music festival and attracts about one million attendees each year. Some of Milwaukee’s
ethic festivals include the largest Native American festival in the country, America’s largest Polish festival, America’s largest
Italian festival, America’s largest 3-day German festival and the largest Irish festival in the world.

The educational opportunities in Milwaukee offer a wide variety of choices within the City. They include
Alverno College, Cardinal Stritch University, Marquette University, Medical College of Wisconsin, Milwaukee Area Technical
College, Milwaukee School of Engineering, Mount Mary College, University of Wisconsin-Milwaukee and Wisconsin Lutheran
College.

The City remains in good financial condition, as is demonstrated by the financial statements and schedules
included in this report To serve our citizens better, the City is spearheading the formation of intra- and inter-agency teams to
find more cost-effective ways to deliver city services by fostering greater cooperation between city departments and other
governments. In addition, our efforts to be more aggressive in seeking outside dollars resulted in additional federal funds. In
2004, the City applied for about $400,000 in federal grant funds to help two of Milwaukee Public Schools’ Community
Learning Centers that provide after school learning programs and activities for children. An $8 million grant to support
Homeland Security efforts to prevent and respond to terrorist attacks was also received.

ECONOMIC OUTLOOK

The 2005 capital budget includes $23.5 million funding to promote economic development and job growth
through the tax increment district financing. Major, ongoing projects include: 1) the redevelopment of the former Park East
Freeway Corridor from 1-43 to Broadway; 2) redevelopment of the 140 acre former CMC rail yard parcel in the Menomonee
Valley; and, 3) redevelopment of the former Tower Automotive facilities on the north side of Milwaukee.

The City of Milwaukee receives significant revenue allocations from the State. These “State Shared
Revenues” include allocations for state shared taxes, local street aids, payment for municipal services and are placed in the
General Fund where it is used to support a large portion of the City’s day-to-day activities. For fiscal year 2004, revenues
totaled $274 million or 53% of the total general fund revenues as compared to $285 million or 55% in 2003. However, due to
the State’s continued significant budget deficit, the City is expecting a decrease in shared revenue in 2005 of approximately
$1 million or $273 million.

In recent years, the City has moved towards revenue diversification as a means to address the future
uncertain and most-likely decline in the funding levels for state aid. Charging user-based fees for some City services is
shifting payment to those directly benefiting from the service and is helping to reduce the dependence on the property tax.
For example, garbage collection services are being billed to tax exempt properties. In 2004, many fees including several
permits and licenses were increased.

While the property tax rate for 2005 is down to $9.19 compared to 2004’s $9.73 per $1,000 of assessed
value, the property tax levy of approximately $203 million increased $4 million compared to 2004's $199 million. The actual
property tax revenues reported in the General Fund was $129 million for 2004 compared to $127 million for 2003 (the rate
for 2003 was $9.73). The property tax revenue funding General Fund expenditures has remained relatively constant at 23%
for both 2004 and 2003.
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Property tax and state aid revenues comprise approximately 78% of the General Fund revenues for 2004.
Because of the State legislatures’ desire to control property taxes and the State’s continued reduction in aid, remaining local
revenue growth does not fully offset the impact of the stagnant shared revenues and property taxes. Although some efforts
have been made to diversify revenue through the creation of a Solid Waste Fee and the Snow and Ice Control Fee, state law
restricts the City’s ability to create user fees or to charge tax exempt properties for police and fire protection, as a results, the
City has been forced to rely on service reductions to balance the budget given the revenue situation. Continued expenditure
reductions to balance the budget will force the City to cut services. Eventually, the City will hit an expected minimum service
level where no further service reduction will be acceptable. The fine balance between services and taxes could shift towards
a greater demand for services rather than pressure to reduce taxes or seek other revenue sources. The potential for future
increases in retirement system contributions and even higher health benefit costs add to this dilemma.

LONG-TERM FINANCIAL PROJECTS

In 1986, the Comptroller proposed and the Common Council adopted, a resolution that gradually converts
funding for recurring infrastructure projects from borrowing to cash financing through the year 2005. This strategy was
employed to decrease overall debt and ultimately reduce costs and resulting tax levies for what are, in effect, annually
recurring replacement projects. The 2005 capital budget meets the Infrastructure Cash Conversion (ICC) Policy goal of
100%. For 2005, as part of an overall review of the City’s capital and debt policies, the ICC Policy will be analyzed to better
understand the policy’s impact on cash financed infrastructure and examine approaches to enhance the ICC Policy. In
addition to this review, the 2005-2010 Capital Improvements Plan will include other revenues in the cash conversion
program, such as program and Community Block Grant revenue, to enhance the tax levy support for ICC Policy
infrastructure items.

The improvement and extension of West Canal Street from North Sixth Street to the Miller Park Baseball
Stadium began in 2003. Approximately $6.8 million was allocated in 2003 as the city’s match to state grant funding. In
2004, an additional $14.2 million city share was provided for major streets, bridges and sewer expansion programs. The
total city cost of this multi-year project will be approximately $29 million. In 2005, a combination of grant fund and tax
increment financing will support the remaining $8.1 million in city funded needs identified for this project. This project is
considered vital to the redevelopment of the Menomonee Valley. Combined with the recently completed replacement of the
Sixth Street Viaduct, this project will also serve as an alternate travel route during the planned upcoming reconstruction of
the Marquette Interchange.

Milwaukee’s City Hall is an architecturally significant landmark building listed in the National Register of
Historic Places. City engineering staff's observations determined that City Hall's tower, roof, and walls needed work to
restore the buildings’ watertight integrity. The 2005 capital budget provides $8.2 million to continue this multi-year project.
The total cost of this project is expected to be $70 million and will be financed with Redevelopment Authority of the City of
Milwaukee (a separate nonprofit corporation and a component unit of the City) Revenue Bonds or City General Obligation
bonds.

The 2004 budget included $2.5 million to relocate DPW facilities at North Sixth and West Canal Streets.
For 2005, no additional funding is provided. Interim financing through the Redevelopment Authority will allow this project to
move forward. In 2006, permanent financing for this project will remove this interim financing. The relocation of the DPW
facilities will open this site for a $30 million Harley-Davidson Museum, which will showcase the history of the motorcycle
developed in Milwaukee.

Instituted in 2002, durable equipment with an original unit cost of $50,000 or more of the Fire Department
and the Department of Public Works will continue to be funded through the capital budget. In 2005, the Fire Department will
use $4.3 million to purchase major fleet equipment; DPW Operations division will procure $6.5 million for replacements for a
range of equipment that is beyond economical repair.

CASH MANAGEMENT POLICIES AND PRACTICES

The City maintains a pooled cash and investment account that is available for use by all funds, except the
Debt Service Fund, the Water Works Enterprise Fund and component entities which maintain separate cash and
investments. Cash temporarily idle during the year and under the control of the City Treasurer was invested in demand
deposits, certificates of deposit, obligations of the U.S. Treasury and U.S. Agencies, repurchase agreements and
commercial paper (all of which are permissible under State Statutes). The average interest earnings rate for City funds
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invested by the City Treasurer was approximately 1.5089% in 2004 as compared to 1.225% in 2003. The City continued to
use the State of Wisconsin Local Government Investment Pool as an option to provide flexibility for short-term investments
while maintaining high standards of safety and liquidity. In 2004 the average daily investable balance was $253.1 million as
compared to $237.6 million in 2003 or a 6.5% increase. The investable balance generates interest earnings for the City,
which is used to offset the property tax levy.

During 2004, the City continued its aggressive use of financing techniques and investment instruments to
increase its investment return. The City’s use of cash flow borrowing in anticipation of either State Shared Revenues or
State Educational Aid Revenues totaled $238 million in 2004, compared to $248 million in 2003. The financing were
accomplished through two separate offerings -- $66 million in April 2004 for City purposes and $172 million in September
2004 for school purposes. The timing of those offerings provided the City with an opportunity to earn additional interest on
investments and still comply with the requirements of the Tax Reform Act of 1986. The second borrowing represented a joint
effort with Milwaukee Public Schools to finance school operations on an interim basis pending the receipt of State
Educational Aids.

RISK MANAGEMENT

The City is self-insured for workers’ compensation, employee Basic Plan health and dental insurance,
uninsured motorist motor vehicle coverage for City employees, and general liability claims. With certain exceptions, it is the
policy of the City not to purchase commercial insurance against property or liability risks. Instead, the City believes it is more
economical to manage its risk internally and set aside funds as needed for estimated current claim settlements and
unfavorable judgments through annual appropriations and supplemental appropriations. The City does purchase and
maintain limited coverage for certain facilities and employee bonding. Indemnity and insurance protection is also required
from City contractors, vendors and lessees, and permit holders.

AWARDS

The City of Milwaukee was awarded a Certificate of Commendation from the Governmental Reporting
Awards Through Evaluation organization (GRATE) for achieving a high level of quality in its annual financial statements
through the utilization of GAAP for the fiscal year ended December 31, 2003. This was the twentieth consecutive year that
the City received this prestigious award.

We believe that our current Comprehensive Annual Financial Report continues to meet the GRATE
Organization’s requirements and we will submit this document to GRATE for award consideration.

ACKNOWLEDGEMENTS

The Office of the Comptroller takes great pride in the preparation of this report. The professionalism,
commitment and effort of each member of the General Accounting Division have made this presentation possible. The
timely preparation of this report could not have been accomplished without the cooperation, dedication, and extensive
involvement of the entire staff of the Office of the Comptroller and the able assistance of our independent auditors, KPMG
LLP, as well as the accounting personnel of our component units. Special commendation and appreciation should be
accorded to the dedicated staff of the Comptroller’s Office in the preparation of this Comprehensive Annual Financial Report.
In addition, | convey my appreciation to you and members of your respective staffs for your interest and support in planning
and conducting the fiscal affairs of the City throughout the past year. The City will continue to remain fiscally sound through
our cooperative efforts.

Very truly yours,

2

W. MARTIN MORI
Comptroller
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KPMG LLP
777 East Wisconsin Avenue
Milwaukee, WI 53202

Independent Auditors’ Report

To the Honorable Members
of the Common Council
of the City of Milwaukee:

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City of Milwaukee (the City) as of and for the year ended December 31,
2004, which collectively comprise the City’s basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the City’s management. Our responsibility is to express
opinions on these financial statements based on our audit. We did not audit the financial statements of
Housing Authority of the City of Milwaukee, the Redevelopment Authority of the City of Milwaukee, the
Milwaukee Economic Development Corporation, and the Neighborhood Improvement Development
Corporation, which represents 100 percent of the assets and revenues of the aggregate discretely presented
component units. Those financial statements were audited by other auditors whose report thereon has been
furnished to us, and our opinion, insofar as it relates to the amounts included for the aggregate discretely
presented component units, is based on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Controller General of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the City’s internal control over financial reporting. Accordingly, we
express no such opinion. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit and the reports of other auditors provide a reasonable basis for our
opinions.

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental
activities, the business-type activities, the aggregate discretely presented component units, each major
fund, and the aggregate remaining fund information of the City as of December 31, 2004, and the
respective changes in financial position and cash flows, where applicable, thereof for the year then ended
in conformity with accounting principles generally accepted in the United States of America.

KPMG LLP, a U.S. limited liability partnership, is the U.S.
member firm of KPMG International, a Swiss cooperative.
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The management’s discussion and analysis and budgetary comparison information on pages 17 to 32 and
Exhibit E-1, respectively, are not required parts of the basic financial statements but are supplementary
information required by accounting principles generally accepted in the United States of America. We have
applied certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information. However, we did not
audit the information and express no opinion on it.

In accordance with Government Auditing Standards, we have also issued our report dated July 29, 2005 on
our consideration of the City’s internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our audit.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The introductory section, combining and individual fund
statements and schedules, miscellaneous financial data, and statistical section are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The combining and
individual fund statements and schedules have been subjected to the auditing procedures applied to the
audit of the basic financial statements and, in our opinion, are fairly stated in all material respects in
relation to the basic financial statements taken as a whole. The introductory section, miscellaneous
financial data, and statistical section have not been subjected to the auditing procedures applied in the audit
of the basic financial statements and, accordingly, we express no opinion on them.

KPMe P

July 29, 2005,
except for the financial statements and related
note disclosures for the discretely presented

component units as to which the date is
January 10, 2006



CITY OF MILWAUKEE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2004

Within this section of the City of Milwaukee Comprehensive Annual Financial Report, the City’s management provides
narrative discussion and analysis of the financial activities of the City for the fiscal year ended December 31, 2004. The City’s
financial performance is discussed and analyzed within the context of the accompanying financial statements and disclosures
following this section. This Management Discussion and Analysis (MD&A) should be read in conjunction with the City’s basic
financial statements, which follow this discussion. Additional information is available in the letter of transmittal, which precedes
Management’s Discussion and Analysis. The MD&A focuses on the City’s primary government and, unless otherwise noted,
component units reported separately from the primary government are not included. Dollars are reported in thousands.

FINANCIAL HIGHLIGHTS

e The assets of the City of Milwaukee exceeded its liabilities at the close of fiscal year 2004 by $1,022 million (net assets);
$396 million in governmental activities and $626 million in business-type activities. Governmental activities’ unrestricted
assets are a deficit of $160 million. This indicates that the City is financing long-term liabilities as they come due rather
than when they are incurred.

e The city’s net assets of $1,022 million compared to the previous year of $1,029, decreased by 0.68%; less than one
percent.

e Total net assets are comprised of the following:
(1) Capital assets, net of related debt, of $974 include property and equipment, net of accumulated depreciation, and
reduced for outstanding debt related to the purchase or construction of capital assets.
(2) Net assets of $119 are restricted by constraints imposed from outside the City such as debt covenants, grantors,
laws, or regulations.
(3) Unrestricted ($70) million.

e The City’s governmental funds reported total ending fund balance of $205.5 million this year. Compared to the prior year
ending fund balance of $214.2 million, a decrease of $8.7 million resulted by year end 2004; a 4% decrease.

e At the end of the current fiscal year, total fund balance for the General Fund was approximately $87 million or 15.5% of
total General Fund expenditures including transfers and 15.9% of total General fund revenues including transfers.

e Total liabilities of the city increased by $64 million to $1,375 million during the fiscal year.

e  General obligation bonds and notes payable increased by $13 million during the current fiscal year from $660 million to
$673 million. The key factors in this increase were the issuance of over $90 million in general obligation bonds and notes
for the continuing funding of capital projects and the issuance of debt on behalf of the Milwaukee Public Schools. Other
factors contributing to this increase were scheduled retirement of general debt of $77 million.

e For governmental activities, program revenue (consisting of charges for services, and of operating grants and
contributions) supported 19.29% of the total expenses for 2004. Property taxes and other taxes represented 29.27% of
the primary government’s governmental activities’ expenses and state aids for the General Fund equaled 36.81%.
Miscellaneous revenues and transfers supported 10.61% of the expenses. As a result of 2004 activity, 4.02% of the
expenses are not funded with current year revenues and transfers.

e  For business-type activities, program revenue (consisting of charges for services, and of capital grants and contributions)
supported 133.35% of the expenses for 2004; and, in total exceeded the expenses by $44,987. Miscellaneous revenue
and transfers out of ($21,825) were 16.18% of the total expenses for the year.

e  During the year, the City had governmental expenses of $600.5 million more than its program revenues; general revenues
and transfers of $570.6 million resulted in a decrease of net assets of $30 million. This does not include $16.9 million
budgeted use of prior year surplus used to finance the General Fund expenditures for 2004. Business-type activities
generated $23 million of program revenues, general revenues and transfers greater than its expense at year end; and,
had an increase of net assets of 3.8% over 2003.

e The general fund reported a positive fund balance for the year of $87 million. Compared to $90 million in 2003; the 2004
year end balance decreased 3.3%. This decrease is primarily a result of management’s decision to increase to 16.9
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million the withdrawal of the Reserve for Tax Stabilization fund balance to finance the 2004 budgeted General Fund
expenditures. This was an increase of $7.6 million from the $9.3 million in 2003.

e  The operating expenditures of the General Fund were $4.3 million less than budgeted. This favorable variance is a result
of savings from general government departments of $3.1 million; public safety departments of $1.1 million and public
works, health, culture and recreation and conservation and development departments, in the aggregate, of $0.1 million.
Several major savings in five departments over the amount budgeted contributed to 86%, or $3.7 million, to these savings.
The Comptroller saved $0.7 million from the amount needed for the payment on the accrual for future salary expenditures
and $0.3 million savings in the aggregate of reduced bond issuance costs (as a result of only one bond sale during 2004),
computer upgrade costs, and other various expenditure responsibilities. The Fire Department implemented a strict sick
leave control policy during 2004 which drastically reduced the sick leave costs 27% and correspondingly reduced the
need to hire auxiliary personnel at overtime costs. This resulted in a departmental savings of nearly $1.1 million. The City
Attorney’s Office saved $0.3 million combined for collection services and insurance expenditures. The Department of
Employee Relations also saved $0.3 on Unemployment Compensation and $0.1 million on various Tuition
Reimbursement requests by employees. Overall, the administrative departmental costs of the Employees’ Retirement
System netted $0.9 million over budget.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis serves as an introduction to the City’s basic financial statements. The basic financial statements
consist of three components: (1) Government-wide financial statements, (2) Fund financial statements, (3) Notes to the
financial statements. This report also includes other (4) Required Supplementary Information. Figure A-1 shows how the
required parts of the annual report are arranged and relate to one another.

The basic financial statements include two kinds of statements that present different views of the City.
e The first two statements are government-wide financial statements that provide both long-term and short-term information
about the city’s overall financial status.
e The remaining statements are fund financial statements that focus on individual parts of the city government, reporting the
City’s operations in more detail than the government-wide statements.
= The governmental funds statements tell how general government services like public safety were financed in the
short term as well as what remains for future spending.
= Proprietary fund statements offer short- and long-term financial information about the activities that the government
operates like businesses, such as the water and the sewer maintenance systems.
= Fiduciary fund statements provide information about the financial relationships—Ilike various benefit plans for the
City’'s employees—in which the city is solely a trustee or agent for the benefit of others to whom the resources
belong.

FIGURE A-1

COMPONENTS OF THE FINANCIAL SECTION

Management’s Discussion Basic Financial Required Supplementary
And Analysis Statements Information
Government-wide Fund Notes to the
Financial Financial Financial
Statements Statements Statements

Summary . — Detail

A summary of the major features of the city’s financial statements, including the portion of the City government they cover and
the types of information they contain are depicted in table Figure A-2. The remainder of this overview section of
management’s discussion and analysis explains the structure and contents of each of the statements.
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MAJOR FEATURES OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

FIGURE A-2

Government-Wide

Fund Financial Statements

services

business-type enterprises

Statements Governmental Funds Proprietary Funds Fiduciary Funds
Scope Entire entity (except The day-to-day operating activities The day-to-day operating Instances in which the City administers
fiduciary funds) of the city for basic governmental activities of the city for resources on behalf of others, such as

employee benefits

Required financial
statements

* Statement of net assets
* Statement of activities

* Balance Sheet

* Statement of revenues,
expenditures and changes in
fund balances

* Statement of net assets
Statement of revenues,

expenses, and changes
in net assets

* Statement of cash flows

*

* Statement of fiduciary net assets
* Statement of changes in fiduciary
net assets

Accounting basis
and measurement
focus

Accrual accounting and
economic resources focus

Modified accrual and current financial
resources measurement focus

Accrual accounting and
economic resources focus

Accrual accounting and economic
resources focus, except agency funds
do not have measurement focus

Type of asset and liability
information

All assets and liabilities, both
financial and capital, short-
term and long-term

Current assets and liabilities that
come due during the year or soon
thereafter; capital assets and
long-term liabilities

All assets and liabilities, both
financial and capital, short-
term and long-term

All assets held in a trustee or agency
capacity for others and all liabilities

Type of inflow and
outflow information

All revenues and expenses
during year, regardless of
when cash is received or
paid

Revenues for which cash is received
during the year or soon thereafter;
expenditures when goods or services
have been received and the related

All revenues and expenses
during year, regardless of
when cash is received or
paid

All additions and deductions
during the year, regardless of
when cash is received or
paid

liability is due and payable

Government-wide Financial Statements

The government-wide financial statements are designed to provide a broad overview of the City’s finances, in a manner similar
to a private-sector business and include both long-term and short-term information about the City’s financial status. The
statement of net assets includes all of the government’s assets and liabilities. All of the current year's revenues and expenses
are accounted for in the statement of activities regardless of when cash is received or paid. All of the activities of the City,
except those of a fiduciary nature, are included.

The two government-wide statements report the City’s net assets and how they have changed. Net assets—the difference
between the City’s assets and liabilities—is one way to measure the City’s financial health, or financial position.

e Over time, increases or decreases in the City’s net assets are one indicator of whether its financial health is improving or
deteriorating.

e Other non-financial factors, such as changes in the property tax base and the condition of the roads are needed to assess
the overall health of the City.

The government-wide financial statements of the City of Milwaukee are reported into three categories on these statements—

governmental activities, business-type activities, and component units. A total column for the city is also provided.

e The governmental activities include the basic services of the City including general government (administration), police,
fire, public works, health, culture, and development services. Taxes and general revenues generally support these
activities.

e The business-type activities include the private sector type activities such as the water, sewer user charge, sewer
maintenance, parking, and port. User charges or fees primarily support these activities.

e  Component units—The City includes four other entities in its report. The Housing Authority and the Redevelopment
Authority of the City of Milwaukee, Milwaukee Economic Development Corporation and the Neighborhood Improvement
Development Corporation. Although legally separate, these component units are important because the City has financial
accountability responsibility.

Fund Financial Statements
The City’'s major funds begin with Exhibit A-1. The fund financial statements provide detailed information about the most

significant funds; not the city as a whole. The accounts of the City are organized on the basis of funds. Each fund is a
separate fiscal and accounting entity with a self-balancing set of accounts including assets, liabilities, equities, revenues and
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expenditures or expenses, which is segregated for the purpose of carrying on specific activities or attaining certain objectives
in accordance with specific regulations, restrictions or limitations.

The City has three fund types: governmental and proprietary which use the modified accrual and the accrual methods of
accounting, respectively, and fiduciary funds.

e Governmental funds: Most of the City’s basic services are reported in governmental funds, which focus on the modified
accrual accounting, which measures cash and all other financial assets that can readily be converted to cash. The
governmental fund statements provide a detailed short-term view of the City’s general government operations and the
basic services it provides. Governmental fund information helps to determine if more or fewer financial resources are
available to be spent in the near future to finance the city’s programs. The relationship (or differences) between
governmental activities (reported in the Statement of Net Assets and the Statement of Activities) and governmental funds
is described in the reconciliation at the bottom of the fund financial statements.

e Proprietary funds: Operations which are financed primarily by user charges or activities where periodic measurement of
net income is appropriate for capital maintenance, public policy, management control and other purposes. Proprietary
funds are reported in the same way that all activities are reported in the Statement of Net Assets and the Statement of
Activities. The city’s enterprise funds (a component of proprietary funds) are the same as the business-type activities
reported in the government-wide statements, but provide more detail and additional information, such as cash flows, for
proprietary funds.

e Fiduciary funds: The City is the trustee, or fiduciary, for its employees deferred compensation plan and various
miscellaneous private purpose trusts. All of the City’s fiduciary activities are reported in separate Statements of Fiduciary
Net Assets and Changes in Fiduciary Net Assets in Exhibits C-1, C-2 and H-1. These activities are excluded from the
city’s other financial statements because the City cannot use these assets to finance its operations. The city is
responsible for ensuring that the assets reported in these funds are used for their intended purposes.

Notes to the Financial Statements

The notes which follow Exhibits 1 through D-2 provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements.

Required Supplementary Information

In addition to the basic financial statements and accompanying notes, this report also presents required supplementary
information to demonstrate legal budgetary compliance for each major fund for which an annual budget is adopted. Required
supplementary information is presented in Exhibit E-1.

Combining and Individual Fund Statements and Schedules and Miscellaneous Financial Data

Combining schedules provide detail in connection with nonmajor governmental funds and nonmajor enterprise funds.
Individual fund statements provide greater detail, presented as compared with the final amended budget for the General Fund,
and each nonmajor special revenue fund. Capital Projects are also presented in detail by major category, i.e. streets, sewers
within the Miscellaneous Financial Data Section. See Exhibits F-1 through 1-9.

FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

As year-to-year financial information is accumulated on a consistent basis, changes in net assets may be observed and used
to discuss the changing financial position of the City as a whole. The net assets and net expenses of governmental and
business-type activities are depicted separately below. Table 1 focuses on the net assets and Table 2 focuses on the
changes in net assets.
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Table 1
Summary of Statement of Net Assets
(Thousands of Dollars)
Total
Governmental Activities Business-type Primary Government
2003 2004 2003 2004 2003 2004
Current and other assets .........ccccoceeieneae $ 741397 $ 778,176 $ 123888 $ 116,482 $ 865285 § 894,658
Capital assets .......cccoocverieiiiienceiieee 840,366 841,723 634,178 660,664 1,474,544 1,502,387
Total assets ...oooveveeiiiiiee e 1,581,763 1,619,899 758,066 777,146 2,339,829 2,397,045
Long-term liabilities outstanding ................ 682,382 702,463 142,960 132,838 825,342 835,301
Other liabilities . 473,619 521,653 11,855 17,895 485,474 539,548
Total liabilities 1,156,001 1,224,116 154,815 150,733 1,310,816 1,374,849
Net assets:
Invested in Capital assets, net of
related debt ..o 420,357 444,873 518,861 529,213 939,218 974,086
Restricted 104,600 110,417 - 8,123 104,600 118,540
Unrestricted (99,195) (159,507) 84,390 89,077 (14,805) (70,430)
Total net assets .......cceevveiiiiiiicc, $ 425762 $§ 395,783 $ 603,251 $ 626,413 $ 1,029,013 § 1,022,196

Net assets of the city’s governmental activities decreased 7% to $395.8 million for 2004. These net assets are restricted as to
use of $110.4 or are invested in capital assets of $444.9 (buildings, roads, bridges, etc) less any related debt used to acquire
those assets that is still outstanding. The City uses these assets to provide services to citizens; consequently, these assets
are not available for future spending. The unrestricted net assets deficit ($159.5) at the end of the year does not mean that the
City does not have adequate financial resources available to pay its bills next year. Instead, it is because the City’s annual
budgets do not include the full amounts needed to finance future liabilities arising from property and casualty claims and to pay
for unused employee vacation and sick days. The City will include these amounts in future years’ budgets as they come due.

The net assets of business-type activities increased 3.8% to $626.4 million in 2004. The City generally can only use these net
assets to finance the continuing operations of the specific enterprise activity it relates to.

Long-term liabilities for governmental activities increased 2.9% from 2003 due primarily by the issuance of long-term debt. For
business-type activities, long-term liabilities decreased 7% from 2003 due to the retirement of existing general obligation and
revenue bond debt.

Total assets, including capital assets increased $57,216 or 2.45% from 2003. Capital assets of the primary government
increased overall only 1.9% from the previous year. For 2004, business-type activities, the Water Works and the Sewer
Maintenance Funds have 90% to the city’s total net capital assets. These are the City’s two larges enterprise funds (business-
type). The Water Works capital assets (54%) consist primarily of water mains and related water facilities and plants; and, the
Sewer Maintenance Fund (36%) includes the all the various sewer mains and connections.

Changes in net assets. The City’s total revenues totaled $691.4 million in the governmental activities. Of revenues, 31%
comes from property and other taxes and 52% comes from intergovernmental revenues (state aids, federal and state grants).
Charges for services represents only 9% of the total, with the remaining 8% from licenses, permits, finds and forfeits and
miscellaneous other sources.

The City’'s expenses cover a range of services, with about 32% related to public safety (fire and police, neighborhood
services). The City’s general expenses exceeded its revenues for governmental activities by a 7.6% margin while business-
type activities had 25.3% more revenues than expenses. Chart 1 Expenses and Program Revenues — Governmental
Activities and Chart 2 Expenses and Program Revenues — Business —type Activities depict this comparison.
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Table 2 and the narrative that follows consider the operations of governmental and business-type activities separately.

Table 2

Changes in of Net Assets

(Thousands of Dollars)

Total
Governmental Activities Business-type Primary Government
2003 2004 2003 2004 2003 2004
Revenues:
Program revenues:
Charges for Services ..........cccocevveeveeeenenn.. $ 55714 $ 60,825 $ 180,435 $ 177,639 $ 236,149 § 238,464
Operating grants and contributions ............... 94,646 82,664 - - 94,646 82,664
Capital grants and contributions ................... - - 2,053 2,236 2,053 2,236
General revenues:
Property taxes and other taxes 213,014 217,762 - - 213,014 217,762
State aids for General Fund ......... 284,565 273,865 - - 284,565 273,865
Miscellaneous .........cccceevvvieniciiiiiiie i 56,815 56,321 482 797 57,297 57,118
Total revenues .......cccoceviieiiiniiciicee 704,754 691,437 182,970 180,672 887,724 872,109
Expenses
General government ... 166,270 177,761 - - 166,270 177,761
Public safety ..o 257,207 241,027 - - 257,207 241,027
Public Works —......cooiiiiee e 137,693 150,591 - - 137,693 150,591
Health ..o . 24,679 27,251 - - 24,679 27,251
Culture and recreation .............. 19,520 29,014 - - 19,520 29,014
Conservation and development .................... 64,197 57,967 - - 64,197 57,967
Capital contribution to
Milwaukee Public Schools ............cccccc... 8,904 15,686 - - 8,904 15,686
Contributions 22,499 20,582 - - 22,499 20,582
Interest on long-term debt ...l 26,981 24,159 - - 26,981 24,159
Water e - - 56,554 54,030 56,554 54,030
Sewer Maintenance - - 26,440 24,361 26,440 24,361
Parking ..o - - 21,438 22,283 21,438 22,283
Port of Milwaukee - - 3,275 2,981 3,275 2,981
Metropolitan Sewerage District User Charges. - - 31,661 31,233 31,661 31,233
Total eXPENSES  .....cceevviiiiiiciecicee e 727,950 744,038 139,368 134,888 867,318 878,926
Increase in net assets before transfers (23,196) (52,601) 43,602 45,784 20,406 (6,817)
Transfers ....oocvoiiiiiie i 18,073 22,622 (18,073) (22,622) - -
Increase in net assets .........ccocceiiiiiiiiiiiiie (5,123) (29,979) 25,529 23,162 20,406 (6,817)
Net assets — Beginning, as Restated  ............ 430,885 425,762 577,722 603,251 1,008,607 1,029,013
Net assets — ENdiNg  ....ccooovvviniiiiiiiiciiceee, $ 425762 $ 395,783 $ 603,251 $ 626,413 $ 1,029,013  § 1,022,196

Governmental Activities

Revenues for the city’s governmental activities were $691.4 million, while total expenses were $744 million for 2004. All
revenues, excluding transfers, are only supporting 92.9% of the total expenses; or 96% with transfers; leaving the remaining
4% funded with available fund balances. Comparable data for 2003 indicates 96.8% of all revenues, excluding transfers

supported 2003’s expenses; 99.3% with transfers.

Property taxes represent 31.5% of the total revenues for 2004 compared to 30.2% for 2003; a 1.3% increase. The slight
increase in revenues is primarily due to an increase in collections. State aids for the General Fund of $273.9 million
decreased from 2003 by $10.7 million or 3.75%. The combined property taxes and state aids comprised approximately 71%
of the total revenues for governmental funds in 2004 and in 2003. Charges for services equaled 8.8% of the total revenues in

2004 compared to 7.9% in 2003.

22




CITY OF MILWAUKEE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2004

Governmental activities had expenses increase 2.2% in 2004 to $744 million from $727.9 million in 2003. Expenses for
general government, which comprise 23.9% of the total expenses, increased 6.9% in 2004. An increase in health care costs is
the main reason for this increase. Public safety expenses represent the largest category of governmental activities or 32.4%
of the total expenses for 2004 which is a decrease from 35.3% in 2003. Public safety expenses decreased due to the wage
settlements and police overtime that occurred during 2003. In addition, $1.1 million of budgeted salaries were saved in the
Fire Department in 2004 due to implementation of a stricter sick leave policy which correspondingly decreased the need for
auxiliary firefighters.

Chart 1
2004 Expenses and Program Revenues - Governmental Activities

300,000

250,000

200,000

tLIJhLIm.

General Public safety  Public works Health Culture and  Conservation Contributions  Interest on
government recreation and long-term debt
development

B Expenses OProgram revenues

Table 3 presents the cost of each of the City’s largest programs as depicted in the Chart 1 above, as well as each program’s
net costs (total cost less the revenues generated by the activities). General government includes most city departments, such
as, Mayor, Common Council, Administration and Employee Relations, Municipal Court, City Attorney, Comptroller and
Treasurer. Public safety includes Fire, Police and Neighborhood Services. The net cost shows the financial burden that was
placed on the City’s taxpayers by each of these functions.
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Table 3
Governmental Activities
(Thousand of Dollars)
Total Cost Net Cost
of Services of Services
2003 2004 2003 2004
General governMENt  .........cccoiiiiiiiiiiie e $ 166,270 $ 177,761 $ 153,815 $ 165,130
PUbIiC safety ..o 257,207 241,027 229,741 218,146
PUDBIIC WOTKS .o 137,693 150,591 99,862 113,801
Health o 24,679 27,251 9,770 9,715
Culture and recreation ................. e —————— 19,520 29,014 15,288 24,692
Conservation and development ..........cccccoeeviiiiieie e, 64,197 57,967 33,229 30,874
Contributions ........ccccoeviieiiiiin, e 31,403 36,268 8,904 14,032
Interest on long-term debt ... 26,981 24,159 26,981 24,159
Total Governmental ACtIVIIES  .........cccovuveieeeiiiiieeeeeeeces $ 727,950 $ 744,038 $ 577,590 $ 600,549

The Table 3 above indicates that the cost of services not funded with direct program revenue increased in 2004 to $600.5 from
$577.6 million in 2003 or nearly 4%. For 2004, Public Safety's net cost of services represents the largest category of total
expenses at 36.3%, a decrease from 39.8% compared to 2003. General Government’s net costs of services increased its
share of total expenses from 26.6% in 2003 to 27.5% in 2004 The total costs of services increased overall by 2.2%, with the
net cost of services increasing 3.9%. This indicates that the total governmental services are increasing, the program revenue
for the purposes are decreasing.

Business-type Activities

The three major enterprises or business-type activities are water, sewer maintenance and parking operations. The Water
Works had operating expenses of $52 million and operating income of $19.4 million. The Sewer maintenance had operating
income of $13.4 million after generating expenses of $17.5 million. The City parking facilities operating expenses during 2004
were $21.1 million with net operating revenue of $19.9 million.

Total revenues on Table 2 shows a decrease of $2.3 million in 2004 compared to 2003, or 1.25%. Total expenses and
transfers of all enterprise funds of the City remained relatively unchanged at $157,510 compared to $157,441 in 2003. This
resulted in a net decrease of $2.4 million in net assets during 2004. This decline in revenue can be attributed to the decline in
water consumption, which is the basis for both the Water Works and the Sewer Maintenance Funds billing to its customers.
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Chart 2
2004 Expenses and Program Revenues - Business-type Activities
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FINANCIAL ANALYSIS OF THE CITY’S FUNDS
The City uses fund accounting to ensure and demonstrate compliance with finance related legal requirements.
Governmental Funds

Governmental funds are reported in the fund statements with a short-term, inflow and outflow of spendable resources focus.
This information is useful in assessing resources available at the end of the year in comparison with upcoming financing
requirements. In particular, the Reserved for Tax Stabilization in the General Fund may serve as a useful measure for the
City’s net resources available for financing subsequent year’s budget to help stabilize the tax rate. Types of Governmental
funds reported by the City include the General Fund, Special Revenue Funds, Debt Service Funds and Capital Project Funds.

As the City completed the year, its governmental funds (as presented in the balance sheet on Exhibits A-1) reported a
combined fund balance of $205.5 million, a decrease of $8.7 million or 4% over last year. A major contributor for this decrease
is due to the increase in the withdrawal from the Reserve for Tax Stabilization to fund 2004 budgeted general fund
expenditures. This increase amounted to $7.6 million from $9.3 million in 2003 to $16.9 million in 2004. The use of the
Reserve was in compliance with the City policies and State Statutes governing its use. In addition, the expenditures for
various capital projects (such as streets, tax incremental districts and special assessment projects) in advance of the issuance
of debt resulted in a net fund deficit of $12.3 million compared to a net deficit of $2.5 million in 2003. Total debt issued for
capital projects totaled $72.3 million in 2004 compared to $66 million in 2003. At year end, the capital projects associated with
the Tax Incremental Districts incurred a fund deficit of $18.7 million and for Streets, a $6.2 million deficit. The fund balance
deficit of $13.1 million for special assessment capital projects remained constant compared to $11.5 million in 2003. This
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deficit is due to the financing of capital projects prior to the issuance of the special assessment bills. These bills, if over $125
are payable over six years. Other capital project such as bridges, public buildings, fire, police, library, sewers, urban renewal,
playgrounds and special projects netted a positive fund balance at year end of $25.7 million.

The total reserves of the General Fund decreased 3.3% to $87 million from $90 million in 2003. Of this amount, $16.7 will
finance the 2005 budget, with $33.9 available for 2006 and subsequent years’ budgets.

Revenues for governmental functions overall totaled $690.6 million in the fiscal year ended December 31, 2004, which
represents a decrease of approximately 2.2% from the fiscal year ended December 31, 2003. Expenditures for governmental
funds totaled $821.7 million, a decrease of 1.4%. In the aggregate, expenditures exceeded revenues by $131 million, or
approximately 19%. Other financing sources lessen the gap, but did not close it; leaving the total net change in fund balances
with a decrease of $8.7 million for the year. In comparison for the year 2003, the total net change in fund balances resulted in
a decrease of $21 million. Other financing sources include proceeds from issuance of debt and transfers from enterprise
funds.

Major Governmental Funds

The General Fund is the City’s primary operating fund and the largest source of day-to-day service delivery. The fund balance
of the General Fund decreased by $3 million or 3.3%. Key factors contributing to this decrease include 0.7% decline in
revenues, to $514.9 million; with a 1.4% increase in expenditures to $553.1; and, an overall increase in revenue and other
financing sources of 18.2%.

The following table presents a summary of revenues and expenditures of the General Fund compared to prior year:

Table 4
General Fund
Summary of Revenues, Expenditures and Other Financing Sources and Uses
(Thousands of Dollars)

Revenues and Other Financing Sources Expenditures and Other Financing Uses
Revenues: 2003 2004 % Change Expenditures: 2003 2004 % Change
Property taxes .........ccccoeveuenne $ 126,749 $129,120 1.87% General Government.......... $187,047 $ 200,124 6.99%
Other taxes ........c.ccoce... 4,318 3,563  -17.48% Public Safety 240,261 231,371 -3.70%
Licenses and permits .... 10,883 11,530 5.95% Public Works 86,335 89,562 3.74%
Intergovernmental ......... 284,565 273,865 -3.76% Health.......ccccooiinii 10,677 10,724 0.44%
Charges for services 55,714 60,825 9.17% Culture and recreation ..... 17,165 17,822 3.83%
Conservation and

Fines and forfeits ................... 6,115 5,647 -7.65% development ................ 3,833 3,495 -8.82%
Contributions received ........... 22,499 22,236 -1.17%
Other ..o, 7,814 8,108 3.76% - -

Total Revenues 518,657 514,894 -0.73% Total Expenditures .... 545,318 553,098 1.43%
Other Financing Sources Other Financing Uses
Debt proceeds ........ccccceeenns 2,000 2,000 0.00%
Transfers in ....cccoocveviiiieenne 28,146 33,269 18.20% Transfers out .......cccc.e.. 77 10 -87.01%

Total Expenditures
Total Revenues and and other Financing
Other Financing Sources . 549,366 550,163 0.15% Uses ...ocooiivciieienn. $ 545,395 §$ 553,108 1.41%

Excess of Revenues

over Expenditures ............... (26,661) (38,204) 43.30%
Net Change in

over Expenditures ............... $§ 3971 $ (2,945) -174.16%
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The General Obligation Debt Service Fund increased its fund balance from $35.4 million to $43.8 million primarily due to a
3.8% increase in revenues related to property taxes and other taxes. The Public Debt Amortization Fund showed a slight
decrease of 2.3% from $76.6 million to $74.8 million at year-end for its fund balance. While Other Revenues, consisting of
interest on investments, increased significantly from 2.9 million in 2003 to $3.6 million in 2004, a significant 2003 transfer in
from other funds did not occur in 2004; this contributed to its overall final decrease for its year end fund balance.

Capital Projects Funds are used to account for the financial resources segregated for the acquisition or construction, repair of
major capital facilities other than those financed by proprietary funds. At year end, 2004 showed a deficit fund balance of
$12.3 million (an increase in the deficit of $9.8 million from the $2.5 million in 2003). In 2004, total debt proceeds amounted to
$72.3 million as compared to $66 million in 2003, a 9.5% increase. Total revenues decreased 2.7% from $26.3 million to
$25.6 million; expenditures also decreased from $107.8 million to $104.8 million or 2.8%. Due to the issuance of only one
bond and note sale occurring during 2004 for capital purposes, the borrowing proceeds combined with revenues and transfers
were insufficient to cover the current year’s expenditures and prior year deficit.. The detail of the deficit can be attributed to
street projects of $6.2 million, tax incremental districts of $18.7 million, and special assessments of $13.1 million. Other capital
projects at year end had accumulated positive fund balances of $25.7 million. Expenditures incurred prior to the issuance of
debt are the leading reasons for the overall deficit in these funds.

Proprietary Funds

The proprietary fund statements share the same focus as the government-wide statements, reporting both short-term and
long-term information about financial status, but in more detail.

At the end of the fiscal year, the total unrestricted net assets for all enterprise funds were $89. This was an increase from
$84.4 million at December 31, 2003 or 5.5%. This increase consists of, $6.5 million in the Sewer Maintenance, $3.1 million in
the Parking, and a decreases of $1.2 million in the Water Works and $3.7 million in the nonmajor enterprise funds.

Total operating revenues of the enterprise funds decreased 1% from 2003 - $178.4 million to $176.7 million in 2004; total
operating expenses decreased to $124.4 in 2004 from $127.5 in 2003 or 2.4%. The Water Works is the largest enterprise
activity for the City, comprising approximately 40% of the total operating revenues. The Sewer Maintenance Fund comprises
almost 18% of the total operating revenues. Both funds primarily bill customers based on water consumption. For 2004 both
revenues and water consumption have both gone down from the previous year. Specifically, the Water works revenues
decreased by $2.7 million and gallons sold decreased by 2.1 billion gallons. The 2004 decrease in gallons sold represents the
largest decrease in the last five years, or over five times the decrease in 2003. In 2003, the gallons sold decreased by 479
million gallons. This is, in part explained by the cool summer Milwaukee experienced in 2004.

The Water Works had total operating and non-operating expenses of $54.0 for 2004 compared to $56.5 for 2003. Excluding
depreciation expense, the transmission and distribution expenses decreased by $3.0 million due to the 2003 major project
involving painting and maintaining the Hawley Road Tank, whereas, in 2004 there was no similar project. Also, during 2004,
638 water main breaks occurred compared to 851 in 2003. This resulted in lower transmission and distribution expenses for
2004. Early in 2003, the Water Works experienced a large number of water main breaks. This surge in the level of main
breaks caused an unusual increase in overtime pay and an increase in salaries and wages expenses. The non-operating
expenses of the Water Works decreased by $.233 due to the declining principal balances on outstanding debt.

The total operating expenses of all the enterprises funds, except Water Works, remained consistent with 2003 and decreased
approximately 1.2%

General Fund Budgetary Highlights

Over the course of the year, the City Council adopted two resolutions which increased the appropriations of the general fund
due to greater than anticipated revenues. These increased budgets permitted departments to spend additional appropriations
due to the increase in revenues related to the purpose being expended. $439,000 was received from third party workers’
compensation claims as insurance settlements during 2004. In addition, $845,000 was received over the amounts anticipated
in the budget relating to the Common Council’s approval for the receipt and expenditure of funds for Federally Forfeited
Tangible Property in accordance with the 21 U.S.C.8819(c) U.S. Attorney General's General Guidelines on Seized and
Forfeited Property and other various contributions and donations which are accounted for as Other Financing sources and
uses in the General Fund.
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The original budget for expenditures includes the adopted budget plus the encumbrances carried over from 2003 less the
encumbrances carried over to 2005. The Final budget includes the original budget as defined plus appropriations authorized
for carry over from 2003 by Common Council less those appropriations authorized for carryover to 2005. In addition, certain
appropriations are budgeted in a general non-departmental account (i.e. contingency) and are only transferred from this non-
departmental appropriation account to specific departments to expend after authorization by the Common Council. These
appropriation adjustments are part of the final budget. As detailed in Required Supplementary Information Section, Exhibit E-
1, the General Fund original budget for expenditures was $525.8 million with the final budget at $536.8 million. This is an
increase over the fiscal year 2003 with original budget at $515.2 million and final budget at $530 million. The resulted increase
was 2% and 1.3% for the original and final budgets, respectively.

The original budget relating to estimated revenues of the General Fund was $485,261 with the Final budget increased by $439
to $485,700 per the authorized resolution detailed above. The 2004 original and final budgets as depicted in Exhibit E-1 show
a less than one percent net change from the previous year or 0.35% decrease from the original 2003 budget, and a 0.59%
decrease over the final 2003 budget of $486,987 and $488,573, respectively.

For the fiscal year ended December 31, 2004, the General Fund had a positive variance of $6.9 million in revenues over
estimated revenues. Revenue sources from property taxes, other taxes, licenses and permits, intergovernmental, charges for
services, fines and forfeits, and other revenue remained constant compared to the total of the prior year. An overall decrease
of $3.5 million from 2003'’s total revenue of $496,158 calculates to a total for 2004 of $492,658, or a 0.7% decrease. While the
categories indicate various individual fluctuations, the primary changes over 2003 actual revenue include $10.6 million
decrease in state shared revenues plus additional revenue generated in charges for services and collections on fines and
forfeits. During 2004, the City generated additional deposits in the last quarter of the year as a result of a new recycling
contract. This contract has earned $1.2 million in 2004. Over $1.1 million of re-inspection and razing fees were also recorded.
In addition, in 2004, the City entered into a new contract with Milwaukee County for its Paramedic Program. This payment
from the County for participating in the Advance Life Support Service was $3.7 million and is reflected as revenue to the Fire
Department rather than a grant payment. Collections on various fines and forfeits increased $0.5 million, and interest income
increased $0.5 million and a net increase of $0.1 in all other categories.

A favorable variance of $4.3 million in unexpended budget resulted by year end 2004. The general government contributed
$3.1 million; public safety added $1.1 million and public works, health culture and recreation and conservation and
development, in the aggregate, added $.1 million. Several major savings in five departments over the amount budgeted
contributed to 86%, or $3.7 million, of these savings. The Comptroller saved $0.7 million from the amount needed for the
payment on the accrual for future salary expenditures and $0.3 million savings in the aggregate of reduced bond issuance
costs (as a result of only one bond sale during 2004), computer upgrade costs, and other various expenditure responsibilities.
The Fire Department implemented a strict sick leave control policy during 2004 which drastically reduced the sick leave costs
27% and correspondingly reduced the need to hire auxiliary personnel at overtime costs. This resulted in a departmental
savings of nearly $1.1 million. The City Attorney’s Office saved almost $0.3 million combined for collection services and
insurance expenditures. The Department of Employee Relations also saved almost $0.3 on Unemployment Compensation
and $0.1 million on various Tuition Reimbursement requests by employees. Overall, the administrative department costs for
the Employees’ Retirement System also netted nearly $0.9 million over budget in savings.

Overall the total 2004 expenditures increased $9.5 million compared to 2003. However, salaries decreased $4.1 million,
primarily due to wage settlements and a management decision to incur significant police overtime during 2003. Purchases of
equipment increased modestly by $0.1 million. Operating expenditures increased $13.5 million. This significant increase is
due primarily to increased pension and health care costs. The total expenditures of approximately $5.5 million were paid to
the Employees’ Retirement Plan for the city’s contribution to the Employers’ Reserve Fund. This will allow the City to reduce
future liability and risk if the rate of return on investment falls below the actuarial estimate. In addition, the 2004 budget and
expenditure includes an additional $0.5 million to fund part of the unfunded past service liability of the Policemen’s Annuity and
Benefit Fund. This liability amount will be amortized beginning in 2004 over the next five years.  As with other cities, health
care costs and workers’ compensation expenditures increased over $7.5 million.

The City’'s General Fund’s beginning fund balance of $92.0 million as reported on the General Fund Statement of Revenues,
Expenditures and Changes in Fund Balance differs from the General Fund’s budgetary fund balance reported in the budgetary
comparison schedule by the amount of the budgeted withdrawal from the Reserve for Tax Stabilization of $16.9 million. For
budgetary purposes, this withdrawal is reflected as other financing sources, whereas for accounting purposes it is reflected as
part of the fund balance. In addition, the 2003 appropriation short-fall for police overtime of $2 million was funded by a short-
term note issued in the Spring of 2004. The debt proceeds were reflected as other financing sources for the 2003 budgetary
purposes and as 2004 other financing sources for accounting purposes.
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Chart 3
2004 City Spending by Function - Governmental Funds
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CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

The City’s capital assets for governmental and business-type activities as of December 31, 2004, total $1,502 million (net of
accumulated depreciation. Capital assets include land, buildings, infrastructure, improvements other than buildings,
machinery and equipment, furniture and furnishings, non-utility property, and construction in progress. The total increase in
the City’s capital assets for the current fiscal year was $27.8 million or 1.9%. Governmental activities’ capital assets increased
$1.3 million. Business-type activities’ capital assets increased $26.5 million or 4.2% at the end of 2004. A schedule
comparing the assets by type for 2003 and 2004 for both governmental and business-type activities is depicted in Table 5
below. The net change in assets as detailed in Note 4 reports that additions were $39 million and deletions were $37.7 million
for 2004 for governmental activities. The sewer maintenance fund had a net change in capital assets that resulted in an
increase of $17.7 million. Of the sewer maintenance fund's net assets at year end, 89% relate to the sewer mains
infrastructures. Infrastructure net assets of the Water Works comprise 57.5% of its total net assets and 33.7% consisting of
machinery and equipment. The total net change in all water works net assets was an increase of 2%.

Table 5
Capital Assets
(net of depreciation)
(Thousands of Dollars)

Total
Governmental Activities Business-type Primary Government
2003 2004 2003 2004 2003 2004
Capital assets not being depreciated:
Land ..o $ 163,536 $ 163,552 $ 18,794 $ 18,388 $ 182,330  $ 181,940
Construction in progress .................... 69,556 59,902 37,219 45,909 106,775 105,811
Capital assets being depreciated:..
BUildingS  veeveeeeeeeee e 123,160 140,186 81,137 84,395 204,297 224,581
Infrastructure ..o 1,244,214 1,263,394 552,259 576,906 1,796,473 1,840,300
Improvements other than
buildings ....oooieiie 8,720 8,733 24,484 24,457 33,204 33,190
Machinery and equipment ................. 112,704 121,327 199,476 203,243 312,180 324,570
Furniture and furnishings - - 74 70 74 70
Nonutility property .......ccccvevviieiininen. - - 540 540 540 540
Accumulated depreciation .................. (881,524) (915,371) (279,805) (293,244) (1,161,329) (1,208,615)
Total oo $ 840,366 $ 841,723 $ 634,178 $ 660,664 $ 1474544 $ 1,502,387

Debt

At year-end, the City had $672.9 million in general obligation bonds and notes, $0.3 million in capital lease payable, and $74.7
million in revenue bonds outstanding as itemized in Table 6.
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Table 6
Outstanding Debt
General Obligation and Revenue Bonds

(Thousand of Dollars)
Total
Governmental Activities Business-type Primary Government
2003 2004 2003 2004 2003 2004
General obligation bonds
(backed by the City) .....ccooeveeiieiins $ 598275 $§ 618,988 $ 61,807 $ 53943 $ 660,082 $ 672,931
Capital lease payable ...........ccccecvviennne. 523 349 - - 523 349
Revenue bonds (backed
by specific fee revenues) ................... - - 76,528 74,690 76,528 74,690
Total oo $§ 598798 $§ 619,337 $§ 138,335 $§ 128,633 $§ 737,133 $§ 747,970

New debt (excluding refunding bonds) issued for general obligation bonds and notes totaled $90.4 million, of which $1.1
million related to the Port and Parking Enterprises.

The City continues to maintain high investment grade ratings from the three major rating agencies. A rating of AA+ from Fitch
Ratings, AA from Standard and Poor's Corporation, and Aa2 from Moody’s Investors Service, Inc, were received on the City’s
April 2004 general obligation bonds issue.

The city’s general obligation debt per capita, excluding enterprise fund debt, was $953.36 at the end of 2004, a 2.4% increase
from the prior year. As of December 31, 2004, the City’s outstanding net general obligation debt was 2.41% of the City’s
equalized property value. The legal debt limit is 7% of equalized property value, including Milwaukee Public Schools debt,
which also is issued by the City. Excluding the 2% limit on School debt, the City has a 5% legal debt limit and has reached
about 53% of this limit. For the 14th year, the City issued general obligation notes to purchase a portion of General Fund
delinquent taxes in the amount of $15 million. Collections on these taxes and related interest will be used to meet the related
debt service requirements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

Total property taxes levied for all funds of the City in 2004 for 2005 purposes decreased $.54 cents per thousand dollars of
assessed valuation to a rate of $9.19. There were no new fees for services. The Council supported the Mayor's
recommendation to maintain the following fees for services provided by the Department of Public Works at the current 2004
levels:

e  The Solid Waste Fee will remain at $75. It will continue to generate $13.9 million (43% recovery of cost) in 2005.

e The Snow and Ice Control Fee will remain at its current rate of $0.2736 per foot of property frontage, and
generate $2.4 million.

e Leaf pick-up and street-sweeping costs are recovered through the City’s sewer maintenance fee. These will be
in the form of service charges to the Sewer Fund by the Department of Public Works-Operations Division.
Revenue received for this service is projected at $4.2 million in 2005.

The 2005 adopted City Budget is about $1.1 billion with the budget for the General Fund at $580 million. The General Fund
budgets increased more than 2% over the 2004 budget of $567 million. There is no question that escalating health care costs
aggravate our fiscal condition. In 2005, the city will pay $94.7 million for health insurance, an increase of 11.8% (adjusted for
carryover of funds). The most visible city service level changes residents may notice in 2005 are reductions in library hours
and certain boulevard plantings. There will also be a change in the way bulky items (“special pick-ups”) are collected: bulky
items will be collected on regularly scheduled garbage collection days; collection of major appliances will be discontinued; and
brush will be collected only from March to November, with a reduction in the maximum amount of brush collected to 4 cubic
yards.
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Reductions in State Shared Revenue will again decrease; for 2005 this decrease will amount to $1 million. The property tax
levy will provide $93.8 million revenue for the general city purposes budget in 2005. This represents an increase of $8.7
million from 2004, but is partially offset by decreases in the tax levy for capital improvements, debt service, and employee
retirement. The total city tax levy increased from $199 million in 2004 to $203 million in 2005 or a $4 million increase. The
2005 budget includes $60.1 million in revenue from charges for services, an increase of $2.7 million. This category of funding
encompasses revenue received for services provided by city operating departments. Charges for services revenue has
steadily increased since 1995. The Assessor’s Office has proposed a new service charge for appraisal services. This service
charge would be charged for new construction and building additions/remodeling where an appraiser from the Assessor’s
Office is required to make an inspection of the property. Initial review of the proposal indicates that approximately $500,000
could be generated by implementing this service charge. One of the city’s top 2005 priorities is to work toward securing the
city’s financial future. The current atmosphere of fiscal stress experienced by the city is projected to continue in coming years.
For this reason, the Budget and Management Division will develop a multi-year fiscal stability plan to guide future policy
decisions. The plan will identify operating and capital revenue sources. The plan will also establish expenditure priorities that
can be funded within the revenue sources. This process will involve elected officials, institutional stakeholders and the general
public.

The City’s population is beginning to show a minor but continual decline since 2000. The following table depicts this change
over the last five years and represents a 2% decrease from 2000 to 2004:

2000 605,572

2001 595,508

2002 595,958

2003 595,245

2004 593,920

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with a general overview
of the City’s finances and to demonstrate the City’s accountability for the money it received. If you have questions about this
report or need additional financial information, contact the City of Milwaukee, Office of the City Comptroller, Office, City Hall,
200 East Wells Street Room 404, Milwaukee, WI 53202.
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CITY OF MILWAUKEE
STATEMENT OF NET ASSETS
December 31, 2004
(Thousands of Dollars)

Exhibit 1

Primary Government

Governmental  Business-type
Activities Activities Total
Assets
Cash and cash equivalents ............ccccccovevcieenennns $ 259,928 $ 50,538 $ 310,466
INVEStMENS ..o 55,736 24,361 80,097
Receivables (net):
TAXES  weveiiieeee e 159,997 - 159,997
ACCOUNES oo 16,333 23,811 40,144
Unbilled accounts .............coovvieeeeieiiieiiiiiienn. 485 14,084 14,569
Special assessments ... 15,520 - 15,520
Notes and 10aNS  ........ccceeeiiiiiiiiiiiieee e 44,952 - 44,952
Accrued interest .........ccoooeiiiiiiiieeeeee, 1,031 85 1,116
Due from component units  ............cccoooiiiiiiiis 18,061 - 18,061
Due from primary government ...........c.ccoccveeiinnenn. - - -
Due from other governmental agencies .............. 197,654 - 197,654
Inventory of materials and supplies ...........c......... 5,920 2,597 8,517
Inventory of property forresale ..............ccccoe 26 - 26
Prepaid items ..o 562 13 575
Deferred charges ..o 1,971 657 2,628
Other assets .....cccveieeiiiiieiiee e - 336 336
Total non-capital assets .........ccccoociiiiiieiiieene 778,176 116,482 894,658
Capital assets:
Capital assets not being depreciated:
Land e 163,552 18,388 181,940
Construction in progress  ......cceeveeeeeeeeesneenns 59,902 45,909 105,811
Capital assets being depreciated:
BUildiNgS  ..eeeeeieee e 140,186 84,395 224,581
Infrastructure ........cooooomeeeeee e 1,263,394 576,906 1,840,300
Improvements other than buildings ............... 8,733 24,457 33,190
Machinery and equipment ............ccccceeeniiie 121,327 203,243 324,570
Furniture and furnishings ........cccccccoeviiienieeen. - 70 70
Nonutility property .......ccoocceveeeeeeiiiiiieeeeiieee. - 540 540
Accumulated depreciation ............ccccccceieeiiiie (915,371) (293,244) (1,208,615)
Total Capital Assets ......cccccoeeeiiiiiiiiiiiiieee. 841,723 660,664 1,502,387
Total ASSEtS .ooveeeiiieeee e 1,619,899 777,146 2,397,045

Component
Units

$ 53,517
1,885

4,605
80,015

1,377

3,597
13,321

12,934
1,501

147
697

173,596

55,788
21,787

337,789

258
3,893

(181,483)

238,032

411,628

34




CITY OF MILWAUKEE
STATEMENT OF NET ASSETS
December 31, 2004
(Thousands of Dollars)

Exhibit 1 (Continued)

Primary Government

Governmental  Business-type Component
Activities Activities Total Units
LIABILITIES
Accounts payable ..o $ 41,902 $ 15,342 $ 57,244 $ 7,848
AccCrued EXPENSES  .....ccoiiieiiiiiieiiee e 23,053 2,008 25,061 8,014
Accrued interest payable ..o, 8,506 939 9,445 -
Internal balances ...........ccccoiiiiiiiii e 554 (554) - -
Due to component units ........ccccceeeiiiiiiiiieiiieene 3,597 - 3,597 -
Due to other governmental agencies ................... 4,852 - 4,852 6,871
Deferred revenue ..........cccoeiiiiiiiiiiicieeecieee 267,189 160 267,349 1,922
Revenue anticipation notes payable ................... 172,000 - 172,000 -
Other liabilities  ........cccoeiiiiiieiiee e - - - 6,919
Due to primary government:
Due within one year .........cccccccoiviiiiiiiiiiiennn, - - - 1,959
Due in more than one year ...........ccccoeceeeiinnenn. - - - 16,102
Long-term obligations:
Due within one year ..........cccccovviiiiiiiniieenens 89,958 13,281 103,239 7,251
Due in more than one year .........cccccccoeveineeeennn. 612,505 119,557 732,062 52,582
Total Liabilities ......cccccoevieiiiiiiieiciceeee 1,224,116 150,733 1,374,849 109,468
NET ASSETS
Invested in capital assets, net of related debt ..... 444 873 529,213 974,086 189,903
Restricted for:
Debt ServiCe ......cccviiiiiiieiiiciieee e 110,135 8,123 118,258 -
Other PUIPOSES  .euveeeieeeeieieeeeeeiee e 282 - 282 52,011
Unrestricted  ....ocoeviiiieiiiiie e (159,507) 89,077 (70,430) 60,246
Total Net Assets .......cccccvvvimiivnninseeninnenens $ 395,783 $ 626,413 $1,022,196 $ 302,160

The notes to the financial statements are an integral part of this statement.
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CITY OF MILWAUKEE Exhibit 2
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2004
(Thousands of Dollars)

Program Revenues

Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
Primary government:
Governmental Activities:
General government .........cccoccceeeeeiiieeceeinenns $ 177,761 $ 10,460 $ 2171 $ -
Public safety .....cccoooiiiieec e 241,027 13,153 9,728 -
Public WOrks —......ccvvieeiiieeciee e 150,591 33,305 3,485 -
Health .o 27,251 911 16,625 -
Culture and recreation ............cccccoeiiiiiieeeiiines 29,014 2,412 1,910 -
Conservation and development .................... 57,967 584 26,509 -
Capital contribution to Milwaukee Public
SChOOIS  .eeeeeeeeeeeee e 15,686 - - -
Contributions  .....oovviieee e 20,582 - 22,236 -
Interest on long-term debt ................cccos 24,159 - - -
Total Governmental Activities .................. 744,038 60,825 82,664 -
Business-type Activities:
Water e 54,030 71,579 - 2,093
Sewer Maintenance ............oooovveceieeeieeeeeeee. 24,361 30,959 - -
Parking ....ooeeee e 22,283 41,470 - -
Port of Milwaukee ..o, 2,981 3,943 - 143
Metropolitan Sewerage District
User Charges .....ccccceeeeeiivieeeeeiiiieeee e 31,233 29,688 - -
Total Business-type Activities ................ 134,888 177,639 - 2,236
Total Primary Government ............cccccoceevvevvieennnn. $ 878,926 $ 238,464 $ 82,664 $ 2,236
Component units:
Housing AUthority ........ccccooveveveeeeeeeeeeen $ 87,306 $ 16,684 $ 54,250 $ 8,142
Redevelopment Authority .........cccoociieiiiiins 11,113 2,236 9,774 -
Milwaukee Economic Development Authority 1,744 2,364 25 -
Neighborhood Improvement Development
Corporation .........ccceeeeeeiiiiiiee e 4,018 1,486 3,768 -
Total Component UNits ..........cccoeevevieiceceeenen, $ 104,181 $ 22,770 $ 67,817 $ 8,142
General revenues:
Property taxes and other taxes ..........ccccoiiiiiiiiiiiiiiiie e
State aids for General FUNd ..........cceiiiiiiiiiiie e
Grants and contributions not restricted to specific programs ...............
MiISCEIIANEOUS ...
TrANSTEIS et
Total General Revenues and Transfers ............cccocccciiiiiiiiiececicinnen.
Change in Net ASSELS  ...occuiiiiiiiiiiiiee e
Net Assets - Beginning, as Restated ...
Net Assets - ENAiNG  .....cocociieieieiiin e e

The notes to the financial statements are an integral part of this statement.




Exhibit 2 (Continued)

Net (Expenses) Revenue and Changes in Net Assets

Primary Government

Governmental Business-type
Activities Activities Total

$ (165,130) $ (165,130)
(218,146) (218,146)
(113,801) (113,801)
(9,715) (9,715)
(24,692) (24,692)
(30,874) (30,874)
(15,686) (15,686)
1,654 1,654
(24,159) (24,159)
(600,549) (600,549)
- 19,642 19,642
- 6,598 6,598
- 19,187 19,187
- 1,105 1,105
- (1,545) (1,545)
- 44,987 44,987
(600,549) 44,987 (555,562)
217,762 - 217,762
273,865 - 273,865
56,321 797 57,118
22,622 (22,622) -
570,570 (21,825) 548,745
(29,979) 23,162 (6,817)
425,762 603,251 1,029,013
$ 395,783 $ 626,413 $ 1,022,196

Component

Units

$ (8230)
897
645

1,236
(5,452)

2576
2,57c;
(2,876)
305,036

$ 302,160

37



38

This page left blank intentionally.



FUND
FINANCIAL
STATEMENTS

39



CITY OF MILWAUKEE Exhibit A-1
BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31, 2004
(Thousands of Dollars)
General
ASSETS
Assets:
Cash and cash equUIVaIENES  ........oooiiiii e $ 118,556
LNV (0 1= €U 282
Receivables (net):
BLIE= DG TR 102,499
AN oot 0 10 | €= 10,901
(0] a1 o1 [=Yo Jr=TetoTo U1 o1 £ 485
SPECIal @SSESSIMENTS ...ttt e e -
[N [0) (= ES3= T g Lo N (o Y= T o TR 299
P Yo ot U L=Yo BT (<Y Y- AR 840
(D TU T o] o) a1 ol 101 o L= Y 27,583
Due from component UNIES ........eiiiiiiiiiiii ettt e e et e e e e e eea e an 2,026
Due from other governmental @gENCIES  .........cuiiiiiiiiiiiiiiiiiieeeit e 668
Advances t0 Other TUNAS  ......oei et 13,431
Inventory of materials and SUPPLIES  ......oooiiiiiiiiii e 5,658
Inventory of property fOr reSale .........oooiiiiiiii i 26
Prepaid itBMS ... e e 271
I = L7 3T $ 283,525
LIABILITIES AND FUND BALANCES
Liabilities:
ACCOUNES PAYADIE  .....ecuiiieiicie ettt ettt ettt et eete et e eaeeeeeaee e $ 25,457
ACCIUEA EXPENSES  ..uvtiiiiiiiiiiiieiieie et eeeeeeeeeeeee e e e e e e e et aeasesesaseseeeeeaaaaaaaaaaaeaeaeaaaaannsnnsssnnnns 23,053
DUE 10 OtNEI TUNAS ..o et e e e e e e e e e e e e e e eeeeeeenesennnen 1,566
Due t0 COMPONENT UNIES  ....eiiiiiii et e e e e e e e e e e e e e e e e eaeaaaan 6
Due to other governmental genCIES  ..........ooiiiiiiiiiiiiiiiiee e 1
DEFEITEA TEVENUE ... e e e e e e e e e e e e e e e e e e e e eaeeennaees 146,406
Revenue anticipation notes payable ... -
Advances from Other fUNAS  ........oeiiiiiiiiiiieee et e e e -
Total LIabilIIES  .ooeeeeieieeeieeeeeeee e s 196,489
Fund Balances:
Reserved for deDt SEIVICE  .........ieeeeeeee e e e e e e aeaaeeas -
Reserved for delinquent taxes receivable ... -
Reserved for economic development ... -
Reserved for encumbrances, prepaids, and Carryovers ...........ccccceeeceeenieeeeieneenneen 30,288
Reserved for INVENTOTY  .....oooiiiee et 5,684
Reserved for mortgage trust  .........oooiiii i 282
Reserved for environmental remediation ..............ooooiiiiiiiiiiiiiiie e 303
Reserved for tax stabilization - 2005 .........eiiiii e 16,621
Reserved for tax stabilization - 2006 and subsequent years' budgets and advances
10 Other FUNAS .. e 33,858
Unreserved:
UNAESIGNated ... e e s e e -
Special assessment (AEfiCit) ..........oviiiiiiiiiii e -
Total FUND BAIANCES  ......eeeeeeee e e et e e e e e e e e e e e eeaaas 87,036
Total Liabilities and Fund Balances ..........cccccocceeiiiiiiiiiiincesccens s een s eee e m s $ 283,525

The notes to the financial statements are an integral part of this statement.
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Exhibit A-1 (Continued)

General
Obligation
Debt
Service

$ 80,337

40,420

36,681
138

291
15,641
172,000

$ 345,508

$ -

8,768

120,933
172,000

301,701

43,807

43,807
$ 345,508

Public
Debt
Amortization

$ 19,328
55,454

291
$ 75,125

74,834
$ 75,125

Capital
Projects

$ 28,272

7,627
3,019

15,520

13,820

262

$ 68,520

$ 9,990

12,562
2,661
3,900

38,254

13,431
80,798

576
262

(13,116)

(12,278)
$ 68,520

Nonmajor

Governmental

Funds

$ 6,455

5,241
930
951

19,134

32,711

8,960
7,335

(4,177)

12,121
$ 44,832

Total

$ 259,928
55,736

159,997
16,333
485
15,520
44,952
1,031
27,874
18,061
197,654
13,431
5,920
26

562

$ 817,510

$ 41,902
23,053
28,428

3,597
4,852
324,727
172,000
13,431

611,990

127,601
7,335

3
30,864
5,946
282

303
16,621

33,858

(4,177)
(13,116)
205,520
$ 817,510
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CITY OF MILWAUKEE Exhibit A-2
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
DECEMBER 31, 2004
(Thousands of Dollars)
Fund balances - total governmental funds $ 205,520
Amounts reported for governmental activities in the statement of net
assets (Exhibit A-1) are different because:
Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds. Those assets consist of:
Land $ 163,552
Buildings, net of $62,116 accumulated depreciation 78,070
Infrastructure, net of $768,943 accumulated depreciation 494,451
Improvements Other than buildings, net of $6,750 accumulated depreciation 1,983
Machinery and equipment, net of $77,562 accumulated depreciation 43,765
Construction in progress 59,902
841,723
Deferred charges for debt issuance costs are not available to pay for current-
period expenditures and therefore are deferred in the funds. 1,971
Some revenues are deferred in the funds because they are not available to pay
current period's expenditures.
Taxes to be collected after year end 6,387
Special assessments to be collected after year end 14,470
Notes and loans receivable to repay long-term bonds and notes 36,681
57,538
Long-term liabilities are not due and payable in the current period and therefore are
not reported in the funds. Interest on long-term debt is not accrued in governmental
funds, but rather is recognized as an expenditure when due. All liabilities - both
current and long-term - are reported in the statement of net assets.
Accrued interest payable (8,506)
Bonds and Notes Payable (618,988)
Deferred amount on refunding 8,372
Unamortized premiums (25,559)
Compensated absences (37,003)
Claims and judgments (28,936)
Capitalized lease (349)
(710,969)
Total net assets of governmental activities (Exhibit 1) $ 395,783

The notes to the financial statements are an integral part of this reconciliation.
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CITY OF MILWAUKEE Exhibit A-3
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2004
(Thousands of Dollars)
General
Revenues:
o]0 =T gV =) (= ST $ 129,120
(@ (U= =3 (= 3,563
SPECIAI @SSESSIMENTS ...ttt ettt e et s e e aaes -
Licenses and PEIMILS  ...iiiiiiiie ettt e e e et e e e e e et e e e e e e nae e e e e aneas 11,530
INEErgOVEINMENTAl ... it e et e e e e ettt e e e e ettt e e e e e et e e e e e e e naeeeeeanees 273,865
Charges fOr SEIVICES . ..uiiiiiiiiiiiiiiee ettt e e ettt e e e e ekt e e e e e nnb e e e e e enteeeeeaenneeeeas 60,825
TSI TaTo B 0T = £ 5,647
(070] 01 (|10 o] A TS {=TeT=Y V7= To [N 22,236
() (o1 8,108
TOLAI REBVENUES ...t e e e e e e e e e e et e e e e e e e e e e eeessaeannnnns 514,894
Expenditures:
Current:
[T o=t = 1o oY g =T o | ST 200,124
PUDIIC SAFELY ittt e e e e et e et e e et e e e nte e enaeeeareeeenn 231,371
L o [T Yo Y5 T 89,562
[ (5= 11 o T 10,724
CUlture and rECIEAtION  ........ooeeeeeee e e e e e e e as 17,822
Conservation and deVelOPMENT  .........ccuiiiiiiiiiee et e e e e et ee e e e e eaaeeeeeaenes 3,495
(2= o1 = I o114 = R -
Debt Service:
Principal retir€MeENnt ... e e e e e e e e e e e -
L) =T (=] SR -
BONA ISSUGNCE COSES  ...uiiiiiiiieiiiie ettt e e e e e e e e e e e e e e e e e e e e e e essaa s -
Total EXPENAITUIES oot e e e e e e abn e e e 553,098
Excess (deficiency) of Revenues over EXpenditures ..........cccccceeeiiiiiieecieiiiiieee e (38,204)
Other Financing Sources (Uses):
General obligation bonds and NOtES ISSUEA  ........oiiiiiiiiiiiie e 2,000
LTS E= T Lot o] (=0 0111 o P EERES -
=TS (=TT TP 33,269
QLI 0 U (10)
Total Other Financing SoUrces and USES  .........coiiiiiiiiiieeiiiie e ieeeesiie e seeeenneee e 35,259
Net Change in FUNd BalANCES  .......cueiiiiiiiiiiie et (2,945)
Fund Balances - BegiNNING ......c.eeiiioiiiiiiiieeiiiei ettt e e e s 89,981
Fund Balances - ENAING  ....ccccociiiiiiici s s sn s sn s s e s $ 87,036

The notes to the financial statements are an integral part of this statement.
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Exhibit A-3 (Continued)

General
Obligation
Debt
Service

$ 53,995
13,948

1,482
5,584

3,218
78,227

68,618
28,620
411

97,649

(19,422)

10,467
24,043

(6,646)

27,864
8,442

35,365

$ 43,807

Public

Debt Capital
Amortization Projects
$ - $ 12,077
1,773 -

- 4,665

- 5,418

3,611 3,392
5,384 25,552

3 =

- 104,842

3 104,842
5,381 (79,290)

- 72,331
(7,183) (2,795)
(7,183) 69,536
(1,802) (9,754)
76,636 (2,524)
$74,834 $ (12,278)

Nonmajor
Governmental

Funds Total
$ 3,746 $ 198,938
- 19,284
- 4,665
- 11,530
56,293 337,058
- 66,409
- 5,647
= 22,236
_ 6482 _ 24811
66,521 690,578
3,204 203,331
9,729 241,100
3,485 93,047
16,641 27,365
1,914 19,736
31,134 34,629
- 104,842
- 68,618
- 28,620
_____©° . an
66,107 821,699
414 (131,121)
15,000 89,331
- 10,467
- 57,312
(18,056) (34,690)
(3,056) 122,420
(2,642) (8,701)
14,763 214,221
$12,121 $ 205,520
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CITY OF MILWAUKEE
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2004
(Thousands of Dollars)

Exhibit A-4

Net change in fund balances - total governmental funds (Exhibit A-3) $ (8,701)
Amounts reported for governmental activities in the statement of activities are different because:
Governmental funds report capital outlays as expenditures. However, in the statement of
activities the cost of those assets is allocated over their estimated useful lives and reported
as depreciation expense. This is the amount by which capital outlay ($44,246) exceeded
depreciation expense ($42,361) in the current period less loss on disposals ($528) 1,357
Notes and loans receivable to repay long-term bonds and notes (3,346)
Revenues in the statement of activities that do not provide current financial resources are
reported as deferred revenue in the funds.
Taxes accrued in prior years $ (460)
Special assessments deferred revenue beginning of the year $12,623 less deferred
at end of the year $14,470 1,847
1,387
The issuance of long-term debt (e.g., bonds, leases) provides current financial resources to
governmental funds, while the repayment of the principal of long-term debt consumes the
current financial resources of governmental funds. Neither transaction, however, has any
effect on net assets. Also, governmental funds report the effect of issuance costs, premiums
and similar items when debt is first issued, whereas these amounts are deferred and amortized
in the statement of activities. This amount is the net effect of these differences in the
treatment of long-term debt and related items.
Debt issued:
Bonds and notes issued (89,331)
Issuance premiums (10,467)
Repayments:
Principal retirement 68,618
Bond issuance costs 679
Capital lease current payment 174
Amortization:
Issuance costs (445)
Premiums 6,820
Deferred amount on refunding (1,530)
(25,482)
Under the modified accrual basis of accounting used in the governmental funds, expenditures
are not recognized for transactions that are not normal paid with expendable available financial
resources. In the statement of activities, however, which is presented on the accrual basis,
expenses and liabilities are reported regardless of when financial resources are available. In
addition, interest on long-term debt is not recognized under the modified accrual basis of
accounting until due, rather as it accrues. The adjustment combines the net changes of the
following balances.
Compensated absences 767
Claims and judgments 4,868
Accrued interest on bonds and notes (829)
4,806
Changes in net assets of governmental activities (Exhibit 2) $ (29,979)

The notes to the financial statements are an integral part of this reconciliation.
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CITY OF MILWAUKEE
STATEMENT OF NET ASSETS
ENTERPRISE FUNDS
DECEMBER 31, 2004
(Thousands of Dollars)

Exhibit B-1

ASSETS

Current Assets:
Cash and cash equivalents ...........ccccoocieiiineennnn
Restricted cash and cash equivalents ..................
Investments ...
Receivables (net):
ACCOUNES oo
Unbilled accounts .........ccccoeiiiiiieeinieeeec e
Accrued interest ...
Due from other funds .........cceeeiiiiiiiiiiiee
Inventory of materials and supplies ...........c..........
Prepaid items ..o
Deferred charges ........cccccovieviiiiiiciniiiciieceeen
Other assets .........ccccviiiiiiiiiiiiiieceec e

Total Current Assets ...,
Noncurrent assets:
Restricted cash and cash equivalents .................
Capital assets:
Capital assets not being depreciated:

Land

Construction in progress .......ccceccveeiceeesieeenns
Capital assets being depreciated:
BUIldINGS e
Infrastructure ........cocccooviiiieiieee e
Improvements other than buildings ................
Machinery and equipment ............ccccccceieiiiis
Furniture and furnishings ........cccccccoviiinnnneen.
Nonutility property ...
Accumulated depreciation ............cccccoeiiiinenen.

Total Noncurrent Assets .......cooooevevvevvviinnnnn.

Total ASSEtS ..ooovvveeeeeeeeeeee e

Nonmajor

Water Sewer Enterprise
Works Maintenance Parking Funds Total
5,225 $ 13,097 $ 24,092 $ 1 $ 42,415
610 - - - 610
24,361 - - - 24,361
10,149 7,003 - 6,659 23,811
9,585 2,397 - 2,102 14,084
70 15 - - 85
8,030 981 - 836 9,847
2,597 - - - 2,597
13 - - - 13
- 657 - - 657
336 - - - 336
60,976 24,150 24,092 9,598 118,816
- 7,513 - - 7,513
1,568 - 8,913 7,907 18,388
20,251 23,938 1,548 172 45,909
22,987 - 49,076 12,332 84,395
275,709 301,197 - - 576,906
- - 5,630 18,827 24,457
195,798 1,887 1,011 4,547 203,243
- 22 - 48 70
540 - - - 540
(157,731) (90,203) (23,390) (21,920) (293,244)
359,122 244,354 42,788 21,913 668,177
420,098 268,504 66,880 31,511 786,993
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CITY OF MILWAUKEE
STATEMENT OF NET ASSETS
ENTERPRISE FUNDS
DECEMBER 31, 2004
(Thousands of Dollars)

Exhibit B-1 (Continued)

LIABILITIES

Current Liabilities:
Accounts payable
Accrued expenses
Accrued interest payable
Compensated absences
Due to other funds
Deferred revenue
General obligation debt payable - current
Revenue bonds payable - current

Total Current Liabilities

Current Liabilities Payable from Restricted Assets:

Revenue bonds payable
Accrued interest payable

Total Current Liabilities Payable from
Restricted Assets

Noncurrent Liabilities:
General obligation debt
Revenue bonds payable

Total Noncurrent Liabilities
Total Liabilities

Net Assets:

Invested in capital assets, net of related debt

Restricted for Debt Service
Unrestricted

Total Net Assets

Nonmajor
Water Sewer Enterprise

Works Maintenance Parking Funds Total

............. $ 4,630 $ 2,799 $ 2,106 $ 5,807 $ 15,342
.............. 1,012 541 359 96 2,008
.............. 449 - 193 63 705
............. 943 - - - 943
.............. 3,198 - - 6,095 9,293
............. - - 112 48 160
............ 4,851 - 3,767 506 9,124
............. 824 - - - 824
.............. 15,907 3,340 6,537 12,615 38,399
.............. - 2,390 - - 2,390
.............. - 234 - - 234
............. - 2,624 - - 2,624
............. 28,379 - 12,939 4,051 45,369
.............. 12,921 61,267 - - 74,188
.............. 41,300 61,267 12,939 4,051 119,557
............. 57,207 67,231 19,476 16,666 160,580
......... 312,147 173,184 26,526 17,356 529,213
............. 610 7,513 - - 8,123
............. 50,134 20,576 20,878 (2,511) 89,077
............. $362,891 $201,273 $ 47,404 $ 14,845 $626,413

The notes to the financial statements are an integral part of this statement.
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CITY OF MILWAUKEE Exhibit B-2
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
ENTERPRISE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2004
(Thousands of Dollars)
Nonmajor
Water Sewer Enterprise
Works Maintenance Parking Funds Total
Operating Revenues:
Charges for Services:
WALEE SAIES oottt e e et ee e ene e e e eeeenananes $ 57914 $ - 3 - ¢ - $ 57914
Statutory sewer userfee ... - - - 28,145 28,145
Sewer maintenance fee .........ccccccceiiiieeieeiiee - 30,948 - - 30,948
(=Y 0 | - - 6,902 3,943 10,845
Fire protection service ..........ccccccooiiiiiiiiiiiiiiiieeeee 5,897 - - - 5,897
Parking meters ... - - 4,354 - 4,354
Parking permits .........ccoooiiiiiiii e - - 2,853 - 2,853
Vehicle toWING  ....oiiiiii e - - 4,931 - 4,931
Parking forfeitures ... - - 22,006 - 22,006
(@1 1= N 7,258 11 - 1,543 8,812
Total Operating Revenues ...........ccccocovveviieeiineen. 71,069 30,959 41,046 33,631 176,705
Operating Expenses:
Milwaukee Metropolitan Sewerage District charges ... - - - 25,963 25,963
EMPpIOYee SErviCes ......ccuiiiiiiiiiiiiiieeeeeee e - 6,573 6,248 1,321 14,142
Administrative and general ..., 4,919 - - 32 4,951
Depreciation .........oooiiiiiiiiiiie e 11,726 3,968 2,212 730 18,636
Transmission and distribution ..........ccccooovveiiiiiiiienne. 16,702 - - 3,358 20,060
Services, supplies and materials ..............cccccoeeeeenns - 6,984 12,732 747 20,463
Water treatment .........cooooveiiiiieeeeeee e 9,997 - - - 9,997
Water pumping  .....cceeeeeeeeiieee e 6,134 - - - 6,134
Billing and collection ... 2,233 - - 1,785 4,018
Total Operating EXpenses ..........ccccooeciieeeeiiiiiennn. 51,711 17,525 21,192 33,936 124,364
Operating Income (LOSS) ...cccovvieeieiiiiiiiieciciiieee 19,358 13,434 19,854 (305) 52,341
Nonoperating Revenues (Expenses):
Investmentincome ..., 477 320 - - 797
INterest EXPeNSE  .....cocceveeiiiiee i (2,319) (2,627) (1,091) (278) (6,315)
Gain (loss) on disposal of fixed assets .........ccccccceeenne - - 289 - 289
(] {1 TR 510 (4,209) 135 - (3,564)
Total Nonoperating Revenues (Expenses) ........... (1,332) (6,516) (667) (278) (8,793)
Income (Loss) before Contributions and Transfers.. 18,026 6,918 19,187 (583) 43,548
Capital contributions  .........ccccceviiiiiiiiiiee e 2,093 - - 143 2,236
Transfers iN ..o - - - 566 566
Transfers OUt .....oooiiieeiiie e (7,900) - (13,611) (1,677) (23,188)
Change in Net ASsets  ..cccceeeviiiieeeeicieeeee e 12,219 6,918 5,576 (1,551) 23,162
Total Net Assets - Beginning ........cccoeeeveviieeeiiieeeieee 350,672 194,355 41,828 16,396 603,251
Total Net Assets - ENding  ....ccccovveeeevvceereeccein e $362,891 $201,273 $ 47,404 $ 14845 $ 626,413

The notes to the financial statements are an integral part of this statement.

51




CITY OF MILWAUKEE Exhibit B-3
STATEMENT OF CASH FLOWS
ENTERPRISE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2004
(Thousands of Dollars)
Nonmajor
Water Sewer Enterprise
Works Maintenance Parking Funds Total
CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from customers and Users ..........ccccoceeeeeene. $ 72179 $ 31,798 $ 41,047 $34,329 $179,353
Cash receipts from other funds ........ccccoevviiiiiiinnneen. 892 - - - 892
Other operating cash receipts ..........ccccoeeiiiiiiiiicnnen. - 11 - - 11
Payments to suppliers ........cccccoeeeiiiinieeeeeee (13,071) (6,676) (11,454)  (32,638) (63,839)
Payments to employees ..........cccoceiiiiiiiiiiiiniiiciiei (21,631) (6,525) (6,219) (1,343) (35,718)
Payments from other funds ..............ccoociiii - - - 2,030 2,030
Payments to other funds ..........cccoooiiiiiiiiii e, (3,387) - - - (3,387)
Net Cash Provided by Operating Activities................ 34,982 18,608 23,374 2,378 79,342
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Miscellaneous nonoperating revenue ...........cccccceeeveeeeenn.. 510 - - 135 645
Other nonoperating EXPENSES  ......ccceevvviieeeeeiiiiieeeeeeinee - (4,209) - - (4,209)
Transfers from other funds ... - - - 566 566
Transfers to other funds .........cocceiiiiiii e (7,900) - (13,611) (1,677) (23,188)
Net Cash Used for Noncapital Financing
ACHVItIES ..t (7,390) (4,209) (13,611) (976) (26,186)
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Capital contributions .........ccccceeieeiiiiieecicce e - - - 470 470
Proceeds from sale of bonds and notes ....................... - - 600 505 1,105
Acquisition of property, plant and equipment ................ (16,724) (21,634) (1,613) (3,718) (43,689)
Retirement of bonds, notes and revenue bonds ........... (5,810) (1,035) (3,622) (339) (10,806)
Interest Paid ........ooceiiiiiiiie (2,233) (2,827) (894) (216) (6,170)
OFNEI s - - 459 - 459
Net Cash Used for Capital and
Related Financing Activities ..........ccccoeviieiieennn. (24,767) (25,496) (5,070) (3,298) (58,631)
CASH FLOWS FROM INVESTING ACTIVITIES:
Investment inCome  ..........oooviiiiiiiiii 439 326 - - 765
Purchase of investments ..........ccccoiiiiiiiiieiiiee (9,360) - - - (9,360)
Net Cash Provided by (Used for) Investing Activities (8,921) 326 - - (8,595)
Net Increase (Decrease) in Cash and Cash
Equivalents ... (6,096) (10,771) 4,693 (1,896) (14,070)
Cash and Cash Equivalents - Beginning ........cccccceevveennee. 11,931 31,381 19,399 1,897 64,608
Cash and Cash Equivalents - Ending .......ccccecevvvevvieennnn $ 5,835 $ 20,610 $ 24,092 $ 1 $ 50,538
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CITY OF MILWAUKEE Exhibit B-3 (Continued)
STATEMENT OF CASH FLOWS
ENTERPRISE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2004
(Thousands of Dollars)

Nonmajor
Water Sewer Enterprise
Works Maintenance Parking Funds Total
Cash and Cash Equivalents at Year End Consist of:

Unrestricted Cash ........oooovvviiiiieieeeeeeeeeeee e $ 5835 $ 13,097 $ 24,092 $ 1 $ 43,025
Restricted Cash .......ooovveieeieeeeeeeee e - 7,513 - - /918

$ 583 § 20610 $ 24,092 § 1 $ 50,538

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
Operating iNCOME (I0SS) .....c..ccveeveerieieeieeeeeieceeee e $ 19,358 $ 13434 $ 19,854 $ (305 $ 52,341
Adjustments to reconcile operating income (loss) to net
cash provided by (used for) operating activities:

Depreciation  .........ccocceeiiiiiiiei 11,726 3,968 2,212 730 18,636
Changes in assets and liabilities:
Receivables ..........oooiieeiiieeee e 927 979 - 697 2,603
Due from other funds .........cccceeiiiieiiieieeee 892 (129) - (124) 639
INVENTOMES e (12) - - - (12)
Prepaid items ......cccoeiiiiee e (4) - - - (4)
Other assets ......ccccveiiieiiieeee e (160) - - - (160)
Accounts payable ... 2,324 308 1,278 (753) 3,157
Accrued liabilities  .......cccocviiiiieeieee e (69) 48 29 (23) (15)
Due to other funds ........ccoooiiiiiiiiiieeeeeeeeeeeeee. - - - 2,154 2,154
Deferred revenue ........ccccocccveeeieiiiiiiiiee e - - 1 2 3
Net Cash Provided by Operating Activities .........c...ccccee.e. $ 34982 $ 18,608 $ 23374 $ 2,378 § 79,342

Non-cash Activities:
During the year, the city disposed of parking assets of $35 thousand net book value.
During the year, water mains and related property, installed by others were deeded to the Water Works
in the amount of $2.093 million.
During the year, the Sewer Maintenance Fund donated or disposed of fixed assets with a net value of $2.288 million.

The notes to the financial statements are an integral part of this statement.




CITY OF MILWAUKEE Exhibit C-1
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
DECEMBER 31, 2004
(Thousands of Dollars)

Pension
and Other
Employee Private-
Benefit Purpose Agency
Trusts Trusts Funds
ASSETS
Cash and cash equivalents ...............c..c......... $ 158 $2,437 $ 246,950
Investments ........cooooiiiiiii - 4,753 -
Restricted Assets:
Investments .......ccoooiiiiiii e, 468,202 - -
Total ASSEtS  .ooeveeeeeeeeeeeeeeee e 468,360 7,190 $ 246,950
LIABILITIES
Liabilities:
Accounts payable ..., 24 19 1,700
Due to other governmental agencies ............ - - 245,250
Total Liabilities .........cooooeeiiiiiiiiiiiiins 24 19 $ 246,950
Net Assets
Employees' pension benefits
and other purpoSes .........c..ccoeveveeeeeeeenenns $ 468,336 $7,171

The notes to the financial statements are an integral part of this statement.




CITY OF MILWAUKEE Exhibit C-2
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2004
(Thousands of Dollars)
Pension
and Other
Employee Private-
Benefit Purpose
Trusts Trusts
Additions
Contributions:
Plan MEMDEIS ..o $ 29,995 $ 5
Private donations ...........ooiiiiieiiiie e - 1,432
Total ContribUtiONS  ...oooeieeeee e 29,995 1,432
Investment earnings:
Net (depreciation) appreciation in
fair value of investments, dividends and interest .................. 41,715 201
Total ADdItioNS  ....eeeiiiieeeeeee e 71,710 1,633
Deductions
BeNEfitS .. 21,256 -
Fees remitted from Trust ..o - 584
(] {1 - 905
Administrative EXPENSES  ......uuiiiiiiiiiiiiiiiiieeeee e 165 -
Total DeducCtionS ........ueeiieeeeeeeeeeece e 21,421 1,489
Change in Net ASSEtS .....ccvvviiiiiiiiiiie e 50,289 144
Net Assets - BEginning  .....coeeeiiiiiiiiiiiiiiiiciiee i 418,047 7,027
Net ASSEts - ENAING  .ooovveiiiieiiee et $468,336 $ 7171

The notes to the financial statements are an integral part of this statement.
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CITY OF MILWAUKEE Exhibit D-1
COMBINING STATEMENT OF NET ASSETS
COMPONENT UNITS
DECEMBER 31, 2004
(Thousands of Dollars)
Milwaukee Neighborhood
Economic Improvement
Housing Redevelopment Development Development
Authority Authority Corporation Corporation Total
ASSETS
Current Assets:
Cash and cash equivalents ...................c........ $ 20,186 $ 21,164 $ 9,397 $ 2,770 $ 53517
Investments ... 567 - 1,018 300 1,885
Receivables (net):
ACCOUNES . 3,293 816 406 90 4,605
Notes and 10anNs  ........cccceeeiiiiiiiiie, 15,410 14,820 36,490 13,295 80,015
Accrued interest ... 931 64 226 156 1,377
Due from primary government ....................... 214 2,758 2 623 3,597
Due from other governmental agencies ......... 7,414 2,103 3,743 61 13,321
Inventory of property for resale ..................... 1,729 8,396 1,495 1,314 12,934
Prepaid items  ...oocvvveeeeiiee e 1,478 21 - 2 1,501
Deferred charges ..........ccccooiiiiiiiiiiiiiei - 147 - - 147
Other assets ......occcvviiiiiiiiii e 524 - 173 - 697
Total Noncapital Assets .........ccccceevieiieiiennenn 51,746 50,289 52,950 18,611 173,596
Capital assets:
Capital assets not being depreciated:
Land and land improvements ................... 46,681 9,107 - - 55,788
Construction in progress .........cccccoceeeenn. 21,787 - - - 21,787
Capital assets being depreciated:
Buildings  ....oooeiiii e 320,160 17,629 - - 337,789
Improvements other than buildings .......... 258 - - - 258
Machinery and equipment ...........cc.c..co.. 3,792 - 96 5 3,893
Accumulated depreciation ...............ccc.... (180,908) (510) (61) (4) (181,483)
Total Capital Assets, Net of Depreciation 211,770 26,226 35 1 238,032
Total ASSEtS ..oooovveieeeiieeeee 263,516 76,515 52,985 18,612 411,628
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CITY OF MILWAUKEE
COMBINING STATEMENT OF NET ASSETS
COMPONENT UNITS
DECEMBER 31, 2004
(Thousands of Dollars)

Exhibit D-1 (Continued)

Milwaukee Neighborhood
Economic Improvement
Housing Redevelopment Development Development
Authority Authority Corporation Corporation Total
LIABILITIES
Current Liabilities:
Accounts payable ... $ 4,649 $ 2,349 $ 494 $ 356 $ 7,848
AcCrued EXPENSES  ....coeeiiviiieeeiiiieeeeiiiie e 4,156 3,858 - - 8,014
Due to other governmental agencies ............. = 6,871 = = 6,871
Deferred revenue 10 1,817 - 95 1,922
Bonds and notes payable - current ................ - - - - -
Revenue bonds payable - current .................. - - - - -
Other liabilities  ......ccoeeiiieiiieieee e 1,136 4,271 264 1,248 6,919
Total Current Liabilities ..........cccooooeeieennnn. 9,951 19,166 758 1,699 31,574
Due to primary government:
Due withinone year .........cccccooeviiiiiiineeniinnn. 1,781 - - 178 1,959
Due in more than one year - 13,442 2,660 - 16,102
Total Due to Primary Government ............... 1,781 13,442 2,660 178 18,061
Long-term obligations:
Due withinone year ........cccccooovviiiiiiineeninnnn. 6,701 550 - - 7,251
Due in more than one year ...t 27,647 24,935 = = 52,582
Total Noncurrent Liabilities ...................... 34,348 25,485 - - 59,833
Total Liabilities ........cccccevviiiiiiiiiien, 46,080 58,093 3,418 1,877 109,468
NET ASSETS:
Invested in capital assets, net of related debt ... 182,994 6,873 35 1 189,903
Restricted 30,394 913 6,758 13,946 52,011
Unrestricted 4,048 10,636 42,774 2,788 60,246
Total Net Assets ......ccccccvrverricienicnnns $ 217,436 $ 18,422 $ 49,567 $16,735 $ 302,160

The notes to the financial statements are an integral part of this statement.
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CITY OF MILWAUKEE Exhibit D-2
COMBINING STATEMENT OF ACTIVITIES
COMPONENT UNITS
FOR THE YEAR ENDED DECEMBER 31, 2004
(Thousands of Dollars)
Program Revenues
Operating Capital
Charges for Grants and Grants and
Expenses Services Contributions Contributions
Housing Authority
LOW iNCOME hOUSING  ...c.oveveveieieeeeeecceeeeee e $ 87,306 $ 16,684 $ 54,250 $ 8,142
Redevelopment Authority
Prevention and elimination of blight ....................... 11,113 2,236 9,774 -
Milwaukee Economic Development Corporation
Increase employment & expansion of business ..... 1,744 2,364 25 -
Neighborhood Improvement Development Corp.
Housing improvements ...........cccccoiiiiiiieiiniiieeees 4,018 1,486 3,768 -
Total Component Units ..........ccocoevveveeeieeeieeeenn. $104,181 $ 22,770 $ 67,817 $ 8,142

General revenues:

Miscellaneous

Total General Revenues

Change in Net Assets

Net Assets - Beginning, as Restated

Net Assets - Ending

The notes to the financial statements are an integral part of this statement.
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Exhibit D-2 (Continued)

Net (Expense) Revenue

and Changes in Net Assets

Housing
Authority

$ (8,230)

(8,230)

2,149
2,149

(6,081)
223,517

$217,436

Authority

897

897

261

261

1,158

17,264

$ 18,422

Milwaukee
Economic
Redevelopment Development
Corporation

645

645

147

147

792

48,775

$ 49,567

Neighborhood
Improvement
Development

Corporation Total
$ = $ (8,230)
- 897
- 645
1,236 1,236
1,236 (5,452)
19 2,576
19 2,576
1,255 (2,876)
15,480 305,036
$ 16,735 $302,160
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CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying basic financial statements have been prepared in conformity with accounting principles generally accepted
in the United States of America as prescribed by the Governmental Accounting Standards Board (GASB). The following is a
summary of the significant accounting policies.

A. Reporting Entity

The City of Milwaukee (the “City”) was incorporated on January 31, 1846, and operates under a Council-Mayor form of
government. These financial statements present the City (the primary government) and other organizations, including
component units, for which the nature and significance of their relationship with the primary government are such that their
exclusion would cause the reporting entity’s financial statements to be misleading or incomplete. The component units
discussed below are legally separate organizations for which the elected officials of the City are accountable. The City is
considered financially accountable if it appoints a voting majority of the organization’s governing body and is able to impose its
will on the organization, or there is a potential for the organization to provide specific financial benefits to or burdens on the
City. The City may be financially accountable if an organization is fiscally dependent on the primary government.

Discretely Presented Component Units

The component units columns in the government-wide financial statements includes the financial data of the City’s component
units. They are reported in a separate column to emphasize that they are legally separate from the City. The City has the
following discretely presented component units:

Housing Authority - This entity is used to account for the Federal and State grants relating primarily to low-income housing
and rental assistance programs. The entire governing board is appointed by the Mayor of the City. The daily operations of
the Housing Authority of the City of Milwaukee (HACM) are managed by City employees.

Redevelopment Authority - The Redevelopment Authority of the City of Milwaukee (RACM) is responsible for activities
related to the prevention and elimination of blighted conditions in the City. The City appoints all members of the Board and
approves the budget.

Milwaukee Economic Development Corporation - The Milwaukee Economic Development Corporation (MEDC) is a
nonprofit organization formed to promote economic development within the City. The principal objective of the corporation
is to benefit the community by fostering increased employment through expansion of business and industry within the
metropolitan Milwaukee area. MEDC'’s primary source of funds is interest on loans originally granted through the City.

Neighborhood Improvement Development Corporation - The Neighborhood Improvement Development Corporation (NIDC)
is a nonprofit organization established to promote reinvestment in both housing and commercial structures within the City.
NIDC programs encourage private lending institutions and property owners to make improvements to the community’s
homes and businesses. Corporate officers of NIDC are provided by the City and daily operations are managed by City
employees.

Financial statements of the individual component units can be obtained from their respective administrative offices.
Addresses of the component units are as follows: HACM, 809 North Broadway, 3" Floor, Milwaukee, Wisconsin  53202;
RACM, 809 North Broadway, 2nd Floor, Milwaukee, Wisconsin 53202; MEDC, 809 North Broadway, 2nd Floor, Milwaukee,
Wisconsin 53202; NIDC, 841 North Broadway, Room 105, Milwaukee, Wisconsin 53202.

The basic financial statements exclude the accounts of the Wisconsin Center District, Milwaukee Public Schools, the
Milwaukee Metropolitan Sewerage District, World Festivals Inc. (“Summerfest”) and the Employes’ Retirement System of the
City of Milwaukee, because these entities operate with separate governing boards and do not meet the criteria established by
the Governmental Accounting Standards Board (GASB) Statement 14 as component units of the City. The Milwaukee
Metropolitan Sewerage District (MMSD) is a special purpose municipal corporation created to provide sewerage treatment
services in the Milwaukee metropolitan area. The City is responsible for paying usage charges within its jurisdiction. These
amounts, in turn, are billed by the City to its water customers. The City has no equity interest in MMSD. Financial statements
for MMSD can be obtained from its administrative office.
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CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2004

B. Basis of Presentation

Government-wide Statements. The government-wide statement of net assets and statement of activities report the overall
financial activity of the City, excluding fiduciary activities. Eliminations have been made to minimize the double-counting of
internal activities of the City. These statements distinguish between the governmental and business-type activities of the City.
Governmental activities generally are financed through taxes, intergovernmental revenues, and other nonexchange
transactions. Business-type activities are financed in whole or in part by fees charged to external parties.

The statement of activities presents a comparison between direct expenses and program revenues for the different business-
type activities of the City and for each function of the City’s governmental activities. Direct expenses are those that are clearly
identifiable with a specific function. Program revenues include (a) fines, fees and charges paid by the recipients of goods or
services offered by the programs and (b) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular program. Revenues that are not classified as program revenues, including all taxes, are
presented as general revenues.

Fund Financial Statements. The fund financial statements provide information about the City’s funds, including fiduciary
funds. Separate statements for each fund category—governmental, proprietary, and fiduciary are presented. The emphasis
on fund financial statements is on major governmental and enterprise funds, each displayed in a separate column. All
remaining governmental and enterprise funds are aggregated and reported as nonmajor funds.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions associated with the
principal activity of the fund. Exchange transactions are those in which each party receives and gives up essentially equal
values. Nonoperating revenues, such as subsidies and investment earnings, result from nonexchange transactions or ancillary
activities.

The City reports the following major governmental funds:

General Fund — The General Fund is used to account for all financial resources, except those required to be accounted for
in another fund.

General Obligation Debt — This fund accounts for the resources accumulated and payments made for principal and
interest on the City’s outstanding long-term general obligation debt.

Public Debt Amortization — This fund accounts for one-third of all interest on general City investments and interest on
Fund investments for the retirement of debt. The Public Debt Amortization Fund is governed by Section 67.101 of the
Wisconsin Statutes for the retirement of the public debt. See Note 7 for further discussion.

Capital Projects Fund — The Capital Projects Fund is used to account for the financial resources segregated for the
acquisition or construction of major capital expenditures other than those financed by proprietary funds.

The City reports the following major enterprise funds:

Water Works - All activities necessary to provide water services to residents of the City and outlying areas. Fund activities
include administration, billing and collection, operations, maintenance and financing.

Sewer Maintenance — This fund accounts for the maintenance of the City’s sewer system. Wisconsin State Statutes
Section 66.076, permit municipalities to implement sewer fees to recover the costs of operation, maintenance, repair, and
depreciation of sewer collection and transportation facilities. Sewer maintenance costs are recovered through a user fee
rather than through the property tax.

Parking — This fund accounts for revenues derived from parking meters, parking permits, rentals and leasing of parking
facilities and other revenues attributable to parking. The revenues are used to defray administrative and operational costs
related to parking operations, and to acquire, landscape and construct parking lots and structures.

Additionally, the City reports the following fiduciary fund types:

Pension and Other Employee Benefit Trusts — This fund accounts for resources for the City’s deferred
compensation plan, employee flexible spending and group life insurance.
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CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2004

Private Purpose Trust — These funds account for resources legally held in trust for use by various individuals,
governmental entities, and nonpublic corporations. All resources of these funds, including any earnings on invested
resources, may be used to support each trust’s initiatives.

Agency — These funds account for taxes and deposits collected by the City, acting in the capacity of an agent, for
distribution to other governmental units or designated beneficiaries.

C. Basis of Accounting

The government-wide, proprietary, and fiduciary fund financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded at
the time liabilities are incurred, regardless of when the related cash flow takes place. Non-exchange transactions, in which the
City receives value without directly giving equal value in return, include property tax revenue, grants, and other contributions.
On an accrual basis, revenue from property taxes is recognized in the period for which the levy is intended to finance, which is
the year after the taxes are levied. Taxes levied in 2004 that will be collected in 2005 are recorded as receivable and deferred
revenue. Deferred revenue arises when assets are recognized before revenue recognition criteria have been satisfied.
Revenue from grants and other contributions are recognized in the year in which all eligibility requirements have been satisfied.
Eligibility requirements include timing requirements, which specify the year when the resources are required to be used or the
fiscal year when use is first permitted; matching requirements, in which the City must provide local resources to be used for a
specified purpose; and expenditure requirements, in which the resources are provided to the City on a reimbursement basis.

Governmental funds are reported using the current financial resources measurement focus and the modified accrual basis of
accounting. Revenues are recognized as soon as they are both measurable and available. Revenues are considered to be
available when they are collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the City considers revenues, excluding property taxes, to be available if they are collected within 90 days of
the end of the current year. Property taxes are considered to be available if they are collected within 60 days of the end of the
current year. Expenditures generally are recorded when the liability is incurred, as under accrual accounting. However,
principal and interest on general long-term debt, claims and judgments, and compensated absences are recorded only when
payment is due. General capital asset acquisitions are reported as expenditures in governmental funds. Proceeds of general
long-term debt and acquisitions under capital leases are reported as other financing sources.

Significant revenue sources, which are susceptible to accrual include property taxes, state shared revenues, grants,
contributions, and interest. All other revenue sources including licenses, permits, fines and forfeits are considered to be
measurable and available only when cash is received.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989 are followed in both the
government-wide and proprietary fund financial statements to the extent that those standards do not conflict with or contradict
guidance of the Governmental Accounting Standards Board. The City also has the option of following subsequent private-
sector guidance for their business-type activities and enterprise funds, subject to this same limitation. The City has elected not
to follow subsequent private-sector guidance.

D. Cash and Cash Equivalents

For purposes of the statements of cash flows, all highly liquid investments (including restricted cash and investments)
purchased with a maturity of three months or less are considered to be cash equivalents. The City manages a cash and
investment pool to maximize return on funds while providing liquidity to meet day to day obligations. Each fund’s equity in the
City’s investment pool is considered to be a cash equivalent, since the funds can deposit or effectively withdraw cash at
anytime without prior notice or penalty. The Housing Authority considers amounts on deposit with fiscal agents to be
investments and not cash equivalents due to their restrictive nature.

E. Investments
Investments, primarily consisting of fixed income securities, are reported at fair value based on quoted market prices.

Commercial paper, which is short-term, defined as having an original maturity of one year or less, and highly liquid is carried at
amortized cost. Investment transactions are recorded on the trade date.
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CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2004

Wisconsin Statutes permit the City to invest funds not immediately needed in any of the following:

Time deposits maturing within three years in any credit union, bank, savings bank, trust company or savings and loan
association which are authorized to transact business in the State of Wisconsin.

Bonds or securities issued or guaranteed by the Federal government.

Bonds or securities of any county, city, drainage district, technical college district, village, town or school district of the
State of Wisconsin, as well as bonds issued by a local exposition district, a local professional baseball park district, or the
University of Wisconsin Hospitals and Clinics Authority.

Local Government Investment Pool - Investment Fund of the State of Wisconsin.
Repurchase agreements with public depositories, if the agreement is secured by federal bonds or securities.

Any Security which matures or which may be tendered for purchase at the option of the holder within not more than seven
years of the date on which it is acquired, if that security has a rating which is the highest or second highest rating category
assigned by Standard & Poor’s Corporation, Moody’s Investors Service, Inc. or other similar nationally recognized rating
agency or if that security is senior to, or on a parity with, a security of the same issuer which has such a rating.

Securities of open-end management investment companies or investment trusts (mutual funds) if the portfolio is limited to
(a) bonds and securities issued by the federal government or a commission, board or other instrumentality of the federal
government, (b) bonds that are guaranteed as to principal and interest by the federal government or a commission, board
or other instrumentality of the federal government, and (c) repurchase agreements that are fully collateralized by these
bonds or securities.

F. Property Taxes

Property taxes are recorded as receivables and deferred revenues in the taxing fund in the year levied because the taxes are
restricted to funding the succeeding year's budget appropriations. Property tax payments received prior to year-end are also
reflected in the taxing fund. Property taxes are recognized in the appropriate funds as revenues in the succeeding year when
they are collected and available to finance City services. If not collected at year-end, the delinquent property taxes are
reflected as receivables and deferred revenues. Delinquent property taxes and related interest are recognized as revenues
when collected.

The allowance for uncollectible property taxes is based on an analysis of the delinquent property taxes and, in management’s
judgment, represents an amount adequate to provide for potential uncollectible taxes. The allowance is increased by
provisions charged against revenues and is reduced by taxes receivable written off.

The City, through its Special Revenue Fund - Delinquent Tax, issues general obligation short-term promissory notes to finance
the purchase of the most recent delinquent taxes from its General Fund. Collections on these delinquencies are used for the
associated debt service requirements.

G. Unbilled Services

Unbilled water and sewer services at year end are recognized as revenues and receivables in the accompanying financial
statements.

H. Special Assessments

Special assessments consist of capital projects constructed through non-special assessment debt. In governmental fund
financial statements, special assessments are recorded as receivables and deferred revenues when the related capital outlays
are made and are recorded as revenues when due and payable. In the government-wide financial statements, special
assessments are recorded as receivables and capital contribution revenue when the capital outlays are made. All special
assessments are due when billed and may be paid on an installment basis with interest. Special assessment receivables that
become delinquent are added to the general tax roll. The method of enforcing collections is the same as for general city taxes
with like force and effect.
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CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2004

l. Notes and Loan Receivables

The General Fund, the Special Revenue Fund - Community Development Block Grant, and Neighborhood Improvement
Development Corporation hold notes and loans receivable from individuals, small businesses and corporations in the
Milwaukee area that are secured by primary or secondary security interests in real estate or other assets. The City periodically
analyzes the collectibility of the notes and loans that are not insured and provides allowances as considered necessary.

The City creates tax incremental districts (TID) to issue debt to fund redevelopment projects. Pursuant to a cooperation
agreement between the City, the Redevelopment Authority of the City of Milwaukee (Authority), and the Milwaukee Economic
Development Corporation (Corporation), the City provides the Authority and the Corporation with the funds necessary to carry
out the loan to a private developer to finance the redevelopment projects. Loan repayments to the Authority and the
Corporation from the private developer, including interest income as well as other project income, are transferred to the City
until the City’s loan has been repaid or the TID expires. The City reflects these loans as notes receivable and deferred
revenue in governmental fund financial statements based on an amount estimated to be repaid from the Authority and the
Corporation.

J. Inventories

Inventories of materials and supplies are stated at moving average cost, based upon perpetual recordkeeping systems and
periodic cycle counts of quantities on hand. Inventories of governmental funds are recorded as expenditures when consumed
rather than when purchased. Inventories in governmental funds are reserved for in fund balance, because inventories are not
expendable available financial resources.

K. Prepaid Items

Cash payments benefiting future periods have been recorded as prepaid items. They will be reflected as expenditures or
expenses when incurred in the subsequent year. Prepaid items in governmental funds are reserved for in fund balance,
because prepaids are not expendable available financial resources.

L. Capital Assets

Capital assets, which includes property, plant, and equipment, and infrastructure, are reported at cost or estimated historical
cost. Contributed assets are reported at estimated fair value at the time received. General infrastructure assets, such as
roads, bridges, curbs, gutters, streets, sidewalks and drainage and lighting systems, acquired prior to January 1, 2002 are
reported at estimated historical cost using deflated replacement cost. Capital assets are depreciated using the straight-line
method. The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend asset’s
lives are not capitalized.

Major capital outlays for capital assets of business-type activities are included as part of the capitalized value of the assets
constructed. Interest expenses incurred during construction were not capitalized as part of the additions to capital assets.

Capitalization thresholds and the estimated useful lives for the City and component units are as follows:

Capitalization Estimated

Capital Asset Category Threshold Useful Life

Infrastructure $ 5,000 5-50 years
Land 5,000 N/A
Land Improvements 5,000 N/A
Site Improvements 5,000 3-50
Buildings 5,000 10-60
Building Improvements 5,000 10-45
Machinery and equipment 5,000 3-25
Works of Art, Historical Treasures 5,000 N/A
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2004

M. Pension Contributions

The employer’s share of the annual contribution is recorded in the proprietary funds and government-wide financial statements
as an expense when the liability is incurred and in the governmental funds as an expenditure when the liability is liquidated with
expendable available financial resources.

N. Compensated Absences

The liability for compensated absences reported in the government-wide, proprietary and fiduciary fund financial statements
consists of unpaid, accumulated vacation and sick leave balances. The liability has been calculated using the vesting method,
in which leave amounts for both employees who currently are eligible to receive termination payments and other employees
who are expected to become eligible in the future to receive such payments upon termination are included. The liability has
been calculated based on the employees’ current salary level and include salary related costs (e.g. social security and
Medicare tax). A liability for these amounts is reported in governmental funds only if they have matured, for example, as a
result of employee resignations and retirements.

City employees accrue sick leave in accordance with labor agreements or Section 350-37 of the Code of Ordinances.
0. Claims and Judgments

The liability for claims and judgments is reported in the government-wide, proprietary and fiduciary fund financial statements
when they are both probable and estimable. A liability for claims and judgments is reported in governmental funds only if they
have matured (i.e. are due). The City accrues environmental remediation obligations when related liabilities are probable and
reasonably estimable. These accruals generally are recognized no later than completion of a remedial feasibility study and are
adjusted as further information develops or circumstances change. Costs of future expenditures for environmental remediation
obligations are not discounted to their present value.

P. Bond Premiums, Discounts, and Issuance Costs

In the government-wide and proprietary fund financial statements, bond premiums and discounts, as well as issuance costs
are deferred and amortized over the life of the bonds using the effective interest method. Bonds payable are reported net of
the applicable bond premium or discount. Bond issuance costs are reported as deferred charges and amortized over the term
of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as bond issuance
costs, during the current period. The face amount of debt issued is reported as other financing sources. Premiums on debt
issuance are reported as other financing sources while discounts on debt issuances are reported as other financing uses.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as debt service expenditures.
The City records bond premiums for governmental fund types in the General Obligation Debt Service Fund.

Q. Advance Refundings of Debt

In the government-wide and proprietary fund financial statements, gains and losses from advance refundings of debt resulting
in defeasance are deferred and amortized as a component of interest expense over the shorter of the remaining life of the old
debt or the life of the new debt using the effective interest method. Bonds payable are reported net of the applicable deferred
amount.

R. Fund Balances

In the fund financial statements, governmental funds report reservations of fund balance for amounts that are not available for
appropriation or are legally restricted by outside parties for specific purposes.
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S. Net Assets
In the government-wide and proprietary fund financial statements, equity is displayed in three components as follows:

Invested in Capital Assets, Net of Related Debt — This consists of capital assets, net of accumulated depreciation, less
the outstanding balances of any bonds, mortgages, notes, or other borrowings that are attributable to the acquisition,
construction, or improvement of those assets.

Restricted — This consists of net assets that are legally restricted by outside parties or by law through constitutional
provisions or enabling legislation. When both restricted and unrestricted resources are available for use, generally it is the
City’s policy to use restricted resources first, then unrestricted resources when they are needed.

Unrestricted — This consists of net assets that do not meet the definition of “restricted” or ‘invested in capital assets, net of
related debt.”

T. Interfund Transactions
The City has the following types of interfund transactions:

Loans - amounts provided with a requirement for repayment. Interfund loans are reported as interfund receivables (i.e.
due from other funds) in lender funds and interfund payables (i.e. due to other funds) in borrower funds. The noncurrent
portions of long-term interfund loans receivable are reported as advances.

Services provided and used - sales and purchases of goods and services between funds for a price approximating their
external exchange value. Interfund services provided and used are reported as revenues in seller funds and expenditures
or expenses in purchaser funds. Unpaid amounts are reported as interfund receivables and payables in the fund balance
sheets or fund statements of net assets.

Reimbursements - repayments from the funds responsible for particular expenditures or expenses to the funds that
initially paid for them. Reimbursement is reported as expenditures in the reimbursing fund and as a reduction of
expenditures in the reimbursed fund.

Transfers - flows of assets (such as cash or goods) without equivalent flows of assets in return, including payments in lieu
of taxes, and without a requirement for repayment. In governmental funds, transfers are reported as other financing uses
in the funds making transfers and as other financing sources in the funds receiving transfers. In proprietary funds,
transfers are reported after nonoperating revenues and expenses.

u. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.

V. New Accounting Pronouncements

In March 2003, the Governmental Accounting Standards Board (GASB) issued Statement No. 40, Deposit and Investment
Risk Disclosures — an amendment of GASB Statement No. 3. This statement will revise the deposit and investment risks
disclosed in the notes to the financial statements. The City will implement Statement No. 40 beginning with the year ending
December 31, 2005.

In June 2004, the Governmental Accounting Standards Board (GASB) issued Statement No. 45, Financial Reporting by
Employers for Postemployment Benefits Other Than Pensions. This statement will establish uniform financial reporting
standards for other post employment benefits. The City will implement Statement No. 45 beginning with the year ending
December 31, 2007.
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2. DEPOSITS AND INVESTMENTS

The City maintains a cash and investment pool that is available for use by all the funds, except for Debt Service Funds, Water
Works Enterprise Fund, and component entities. Under Wisconsin Statutes, one-third of all interest on pooled cash and
investments is allocated to the Public Debt Amortization Fund. The remaining two-thirds is credited to the General Fund.
Each fund type’s portion of pooled cash and investments is included in the cash and cash equivalents line on the Statement of
Net Assets/Balance Sheet. The Debt Service Funds, Water Works Enterprise Fund, and component units maintain separate
cash and investments. In addition, investments are separately held by several other City funds. No violations of legal
provisions for deposits and investments were committed during the year.

Deposits

At December 31, 2004, the reported amount of the City’'s deposits and cash on hand for governmental, $390,563,000
business-type activities, and fiduciary activities was $402,285,000 and the related bank balance was $404,476,000. Of the
total bank balances, which are maintained by the City Treasurer, $5,300,000 is entirely insured and $272,810,000 is
collateralized by securities held in the pledging banks’ trust departments in the City's name. The remaining balance of
$126,366,000 is neither insured nor collateralized, nor was this amount significantly exceeded during the year.

At December 31, 2004, the reported amount of the City’s deposits and cash on hand for component units was $15,489,000
and the related bank balance was $16,206,000. Of the components units deposits $2,565,000 are entirely insured and
$13,641,000 are uninsured and uncollateralized at the end of the year.

Cash Equivalents and Investments

The City’s primary government and component units cash equivalents and investments are categorized as either (1) insured or
registered or securities held by the City or its agent in the City’'s name, (2) uninsured and unregistered with securities held by
the counterparty’s trust department or agent in the City’'s name or (3) uninsured or unregistered with securities held by the
counterparty, or by its trust department or agent but not in the City’s name.

Cash and investments with fiscal agents include $2,424,185 placed in trust for Housing Authority debt retirement, $8,759,851
for Redevelopment Authority debt retirement.
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Category Category Category Reported Fair
Governmental and business-type activities: 1) (2) 3) Amount Value
(Thousands of Dollars)
Categorized:
U.S. Treasury Obligations .........c.ccccoveevveiieiierinannnns $ - $ 38,536 $ - $ 38,536 $ 38,536
U.S. Agency Securities - 50,780 - 50,780 50,780
Capital Appreciation Bonds .........cccccoeevvveeeeeiiiinnnns - 13,430 - 13,430 13,430
Municipal Bonds and Notes ..........cccccvvveeeecieinenen. - - 3,488 3,488 3,488
$ - $ 102,746 $ - 106,234 106,234
Noncategorized:
Cash and Investments with Fiscal Agents .............. 7,794 7,794
Local Government Pooled - Investment Fund ......... 123,646 123,646
Total Cash Equivalents and Investments ............. $ 237,674 $ 237,674
Category Category Category Reported Fair
Fiduciary activities: 1) (2) 3) Amount Value
(Thousands of Dollars)
Categorized:
U.S. Treasury Obligations ..........ccccceeeeveriierieriranenns 3 - $ - 3 - $ 4,753 $ 4,753
Noncategorized:
Cash and Investments with Fiscal Agents 149 149
Deferred Compensation Investments .............. 468,202 468,202
Total Cash Equivalents and Investments ............. $ 473,104 $ 473,104
Category Category Category Reported Fair
Component Units: 1) (2) 3) Amount Value
(Thousands of Dollars)
Categorized:
SECUNMEIES  .oveeeieeee et $ - $ - $ - $ - $ -
Noncategorized:
Cash and Investments with Fiscal Agents .............. 2,424 2,424
Local Government Pooled - Investment Fund ......... 28,097 28,097
U.S. Government Money Market 9,220 9,220
Investments in partnerships ..........cccccceeeeene 172 172
Total Cash Equivalents and Investments $ 39,913 $ 39,913

The pooled investments have not been categorized based on custodial risk because they are not securities. The relationship
between the City and the investment agent is a direct contractual relationship, and the investments are not supported by a
transferable instrument that evidences ownership or creditorship. The Local Government Pooled — Investment Fund is an
external investment pool administered by the State of Wisconsin. The fair value of the City’s investment in the fund is the
same as the value of the pooled shares. Although not subject to direct regulatory oversight, the fund is administered in
accordance with the provisions of Section 25.50 of the Wisconsin Statutes.

3. PROPERTY TAXES

The City’s property taxes are levied on or before December 31, on the assessed (taxable) value as of the prior January 1, for
all general property located in the City. Taxes become a lien against the property upon filing the roll in the Office of the City
Clerk. This generally takes place in December. The taxes are due January 31, but may be paid in ten monthly installments
without interest from January through October. Foreclosure can be commenced after one year from date of delinquency.

The City purchases property taxes receivable from other taxing authorities at the unpaid amounts to facilitate the collection of
the taxes. The purchases are a financing arrangement and are not included in property tax revenues. Also, delinquent water
and sewer charges and special assessment receivables are transferred to the General Fund at the unpaid amounts.
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At December 31, 2004, delinquent property taxes include delinquent sewer and water charges and special assessments by
year levied, tax deeded property, and allowance for uncollectible taxes. These delinquent property taxes are reported as part of
taxes receivable in the General Fund and Special Revenue Fund - Delinquent Tax and consist of the following:

Purchased

City Taxes
Levy Receivable Total

(Thousands of Dollars)

1999 AN PrIOT it $ 1,177 $ 1,564 $ 2,741
2000 e 291 400 691
625 866 1,491
1,904 2,668 4,572
5,630 8,324 13,954
Total delinquent property taxes receivable ............cccccoecvviiienene $ 9,627 $ 13,822 23,449
Property taxes receivable on foreclosed property ..........ccccccoeeee. 14,970
Less: Allowance for uncollectible taxes .........cccccooviiiiiiiiiiincennns (15,219)
Net delinquent property taxes receivable, including tax deeded property $ 23,200
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4.

Capital asset activity for the year ended December 31, 2004 was as follows:

CAPITAL ASSETS

Balance
01-01-04 Additions Deletions
Governmental activities (Thousands of Dollars)
Capital assets not being depreciated:
Land oo $ 163,536 $ 17 $ 1
Construction in progress  .........cocceeeveeeeeiiiiiieeeeeanns 69,556 27,533 37,187
Total capital assets not being depreciated ........... 233,092 27,550 37,188
Capital assets being depreciated:
BUIldINGS oo 123,160 17,478 452
INfrastructure..........ccoooiiiiii e 1,244,214 21,321 2,141
Improvements other than buildings .............ccc...... 8,720 13 -
Machinery and equipment .........ccccceiniiiiniiienn. 112,704 15,323 6,700
Total capital assets being depreciated ................. 1,488,798 54,135 9,293
Less accumulated depreciation for:
BUIldiNgS ..o 59,714 2,783 381
Infrastructure ... 740,193 30,892 2,142
Improvements other than buildings 6,541 209 -
Machinery and equipment ............cccooiieninn. 75,076 8,729 6,243
Total accumulated depreciation ..................... 881,524 42,613 8,766
Total capital assets being depreciated, net ... 607,274 11,522 527
Government activity capital assets, net .............. $ 840,366 $ 39,072 $ 37,715

Depreciation expense for governmental activities
was charged to functions as follows:
General government .........ccoccvvieiiiiiecieieeee
Public safety ..o
Public works
Health ..o,
Culture and recreation ..........cccccovvveenicencieennn.
Conservation and development ........................

Balance
12-31-04

$ 163,552

59,902

223,454

140,186
1,263,394
8,733

121,327

1,533,640

62,116
768,943
6,750

77,562
915,371
618,269

$ 841,723

$ 164
4,802
36,525
315

552

$§ 42,361
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Balance Balance
01-01-04 Additions Deletions 12-31-04
Business-type activities (Thousands of Dollars)
Waterworks
Capital assets not being depreciated:
Land oo $ 1,568 $ - $ - $ 1,568
Construction in Progress  ........ccoeeeeveeiiieieniieeeeieeee 16,440 18,618 14,807 20,251
Total capital assets not being depreciated ........... 18,008 18,618 14,807 21,819
Capital assets being depreciated:
BUIIAINGS oo 22,362 625 - 22,987
Infrastructure ... 266,638 9,569 498 275,709
Machinery and equipment 192,359 4,613 1,174 195,798
Nonutility property .......cccooeiiiiiiiiees 540 - - 540
Total capital assets being depreciated ................. 481,899 14,807 1,672 495,034
Less accumulated depreciation for:
BUIIAINGS  -veeeeeee e 12,885 712 - 13,597
Infrastructure .........ccoooiiiiiiiii 66,773 3,198 695 69,276
Machinery and equipment 68,092 7,815 1,176 74,731
Nonutility property ... 125 2 - 127
Total accumulated depreciation ..................... 147,875 11,727 1,871 157,731
Total capital assets being depreciated, net .... 334,024 3,080 (199) 337,303
Waterworks capital assets, net ...................... 352,032 21,698 14,608 359,122
Sewer Maintenance
Capital assets not being depreciated:
Construction in progress  ........ccoeceveeviieinniiee e 20,580 17,768 14,410 23,938
Total capital assets not being depreciated ........... 20,580 17,768 14,410 23,938
Capital assets being depreciated:
Infrastructure ..o 285,621 17,855 2,279 301,197
Machinery and equipment ..........ccccciiiiiiiiiiiieeee 1,467 420 - 1,887
Furniture and furnishings .........ccccoiiiiiiiiii 22 - - 22
Total capital assets being depreciated ................. 287,110 18,275 2,279 303,106
Less accumulated depreciation for:
Infrastructure .........ccooooiiiiiiiii 87,869 3,819 2,279 89,409
Machinery and equipment .........cccccciiiiiiininenn. 634 146 - 780
Furniture and furnishings .........cccccoiiiiiiiis 11 3 - 14
Total accumulated depreciation ..................... 88,514 3,968 2,279 90,203
Total capital assets being depreciated, net ... 198,596 14,307 - 212,903
Sewer maintenance capital assets, net ......... 219,176 32,075 14,410 236,841
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Parking
Capital assets not being depreciated:

Land oo
Construction in progress ........cccocveveeiiieeiiiiieeeiieeene

Total capital assets not being depreciated ...........

Capital assets being depreciated:

BUIldiNgS oo
Improvements other than buildings ..........c..cccceeee.
Machinery and equipment .........ccccoiiiiiiiiiicen.

Total capital assets being depreciated .................

Less accumulated depreciation for:

BUildings oo
Improvements other than buildings ...................
Machinery and equipment ..........ccoociiiiiiiiiiinns

Total accumulated depreciation .....................

Total capital assets being depreciated, net ....

Parking capital assets, net .........c.ccccceeiiiinn.

Other business-type activities:
Capital assets not being depreciated:

Land oo
Construction in Progress ........ccooceveeviiieeiiiieeeceeene

Total capital assets not being depreciated ...........

Capital assets being depreciated:

BUIldiNgS oo

Improvements other than buildings

Machinery and equipment ..........cccooiiiiiiiiniiienn.
Furniture and Furnishings .........ccccccceiiiiiniiiiinene

Total capital assets being depreciated .................

Less accumulated depreciation for:

BUildiNgS oo
Improvements other than buildings ..................

Machinery and equipment
Furniture and furnishings

Total accumulated depreciation .....................
Total capital assets being depreciated, net ....
Other business-type activities, net .................

Busines-type activity capital assets, net .............

Balance

01-01-04 Additions Deletions

(Thousands of Dollars)
$ 8946 $ - $ 33
161 1,387 -
9,107 1,387 33
49,076 - -
5,657 - 27
785 226 -
55,518 226 27
18,444 1,888 -
2,539 234 26
221 90 -
21,204 2,212 26
34,314 (1,986) 1
43,421 (599) 34
8,280 250 623
38 172 38
8,318 422 661
9,699 3,334 701
18,827 - -
4,865 - 318
52 - 4
33,443 3,334 1,023
6,225 147 701
12,570 394 -
3,384 186 318
33 4 4
22,212 731 1,023
11,231 2,603 -
19,549 3,025 661
$ 634,178 $ 56,199 $ 29,713

Balance
12-31-04

$ 80913
1,548

10,461

49,076
5,630
1,011

55,717

20,332
2,747
311

23,390
32,327

42,788

7,907
172

8,079

12,332
18,827
4,547

48

35,754

5,671
12,964
3,252

33
21,920
13,834
21,913

$ 660,664
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Balance Balance
01-01-04 Additions Deletions 12-31-04
(Thousands of Dollars)

Component Units
Capital assets not being depreciated:

Land oo $ 55,990 $ 142 $ 34 $ 55,788
Construction in Progress .........cccccceeiiieeeiiiinennennn. 20,786 3,981 2,980 21,787
Total capital assets not being depreciated ........ 76,776 4,123 3,324 77,575

Capital assets being depreciated:

BUIlAINGS .o 326,752 15,384 4,347 337,789
Improvements other than buildings 204 54 - 258
Machinery and equipment ................. 3,541 365 13 3,893
Total capital assets being depreciated .............. 330,497 15,803 4,360 341,940
Less accumulated depreciation for:
BUIldINGS  .eeiieieicc e 162,120 16,186 247 178,059
Improvements other than buildings ................ 47 17 - 64
Machinery and equipment ............ccccoiiiiennn 3,201 166 7 3,360
Total accumulated depreciation .................. 165,368 16,369 254 181,483
Total capital assets being depreciated, net . 165,129 (566) 4,106 160,457
Component units capital assets, net ................ $ 241,905 $ 3,557 $ 7,430 $ 238,032

Certain prior year balances for the component units have been adjusted to correspond with the proper classification reflected in
the Statement of Net Assets.

5. DEFERRED REVENUE

Deferred revenue is recorded in the governmental funds for amounts not yet available and for resources received prior to being
earned by the City. Related revenue is recognized when these amounts become available or when earned. The composition
of the deferred revenue balances in the governmental funds is as follows:

General
Obligation Nonmajor
Debt Capital Governmental
General Service Projects Funds Total

(Thousands of Dollars)

Current property taxes .........cccceveerieereiieesierieenens $ 139,931 $ 68,611 $12,945 $ - $ 221,487
Delinquent property taxes ........ccccceevciiiiinieenen. 4,271 - - 2,116 6,387
Unearned revenUe ...........cccocceveeiiiieiiiieeiieeeeee 2,204 - 14,029 9,046 25,279
Long-term receivables ............... - 52,322 - 7,972 60,294
Unbilled special assessments - - 11,280 - 11,280

Total oo $ 146,406 $ 120,933 $38,254 $ 19,134 $ 324,727
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6. SHORT-TERM DEBT

During 2004, the City issued $66,000,000 of Revenue Anticipation Notes (RANs) The RANs were issued for the purpose of
financing the City’s operating budget on an interim basis pending receipt of State of Wisconsin shared revenue payments due
in November 2004.

As of December 31, 2003, the City had outstanding $150,000,000 of short-term RANs on behalf of Milwaukee Public Schools.
In 2004, the City repaid the outstanding balance and issued $172,000,000 short-term RANs for the same purpose. The new
notes bear interest at the rate of 4% & 6% and will mature on September 1, 2005. The liability and related receivable to repay
the revenue anticipation notes are recorded in the Debt Service Fund.
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7. LONG-TERM OBLIGATIONS
A. Changes in Long-Term Obligations

Changes in long-term obligations for the year ended December 31, 2004 were as follows:

Amounts
Balance New Balance Due within
01-01-04 Issues Repayments 12-31-04  One Year
(Thousands of Dollars)
Governmental activities:
General obligation bonds and notes
Y oottt $ 477,934 $ 76,991 $ 57,822 $ 497,103 $ 69,148
Milwaukee Public Schools ..........ccccooviiiiiniiiiicc 120,341 12,340 10,796 121,885 11,465
Deferred amount on refundings ..........ccoccooiiiiiiiiiiii (9,902) - (1,530) (8,372) -
Unamortized premiums 21,912 10,467 6,820 25,559 -
Capital lease payable ..o 523 - 174 349 175
Compensated absSences ..........cccooiiiiiiiiiiiieiie e 37,770 225 992 37,003 2,503
Claims and judgments .........occcoiiiiiiiiii e 33,804 8,891 13,759 28,936 6,667
Total governmental activities ...........cccccevvevieeieicieeeeni, $ 682,382 $ 108,914 $ 88,833 $ 702,463 $ 89,958
Business-type activities
Water Works
General obligation bonds and notes ...........ccccceeeiiiiienenee. $ 37,809 $ - $ 5,008 $ 32,801 $ 4,851
Deferred amount on refundings .......cccccooiieiiiiiiiicee (1,391) - (272) (1,119) -
Unamortized premiums 1,767 - 219 1,548 -
Revenue bonds ................... 14,548 - 803 13,745 824
Compensated absences 921 46 24 943 943
Total Water WOorks —.......cooveiieiiiiiiieiecce e 53,654 46 5,782 47,918 6,618
Sewer Maintenance
Revenue bonds ........cccocoiiiiiiiiii e 61,980 - 1,035 60,945 2,390
Unamortized premiums .......cococeiieeeiiiiiiiiieee e 2,973 - 261 2,712 -
Total sewer maintenance ...........cccocevviivieniiinicieee, 64,953 - 1,296 63,657 2,390
Parking
General obligation bonds and notes ...........ccccccceeeviieiinnn. 19,635 600 3,622 16,613 3,767
Deferred amount on refundings ............ccocoiiiiiiin, (388) - (74) (314) -
Unamortized premiums ........ccoooiiiiiiiiiiiieeeeee e 476 - 69 407 -
Total Parking  ....c.oooiieiieeee e 19,723 600 3,617 16,706 3,767
Other Enterprise Funds
General obligation bonds and notes ............cccccoeiiiiiiiiens 4,363 505 339 4,529 506
Deferred amount on refundings .........cccoooiiiiiiiicn (79) - (12) (67)
Unamortized premiums  ......cccevveeeeeiiiiieeeeeecieeeee e 109 - 14 95 -
Total Other ENterpriSe .......ccceevviiiiieeeeeiiiiiie e 4,393 505 341 4,557 506
Total business-type activities ..........cccceveiiieiniiciee, $ 142,723 $ 1,151 $ 11,036 $ 132,838 $ 13,281

Compensated absences have been liquidated by the applicable governmental funds that account for the salaries and wages of
the related employees. Claims and judgments typically have been liquidated from the special purpose damages and claims
account in the general fund.
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Amounts
Balance New Balance Due within
01-01-04 Issues Repayments 12-31-04  One Year

(Thousands of Dollars)
Component Units
Revenue BONAS ... $ 42,317 $ - $ 3,361 $ 38,956 $ 965
Deferred amount on refundings .........ccoceiiiiiiiiieeniiece, - - - - -
Unamortized premiums

(136) - (é) (1 36) -

Unamortized discounts
NoteS PAYabIE ......ooviieiiiiiece e 8,876 11,472 41 20,307 5,886
Advance from other organizations 1,100 - 400 700 400
Total component UNits ..........cccceeviieiiieiieiieeee e $ 52,157 $ 11,472 $ 3,796 $ 59,833 $ 7,251

B. General Obligation Bonds

The City issues general obligation bonds to provide funds for the acquisition and construction of major capital facilities for the
City and for Milwaukee Public Schools. General obligation bonds have been issued for both governmental and business-type
activities. General obligation bonds are secured by the full faith and unlimited taxing power of the City. The debt for
governmental activities will be retired by future property tax levies and other resources accumulated in the Debt Service Funds.
The debt for business-type activities (i.e. Water Works, Parking, and Port of Milwaukee Enterprise Funds) will be retired by
revenues from those operations or, if the revenues are not sufficient, by future tax levies. During the year ended December
31, 2004, general obligation bonds totaling $24,200,000 were issued to finance capital improvements.

Use of Public Debt Amortization Fund for retirement of the public debt is governed by the Wisconsin Statutes. The Statutes
provide that when total principal and accrued interest in the Public Debt Amortization Fund is substantially equal to the
outstanding general obligation bonds and notes, the resources in the fund shall be applied to make annual interest and
principal payments on that debt to maturity. The Statutes provide, in part, that “The Public Debt Commission may, however, at
any time, apply the fund, not to exceed in any one year 40 percent of the balance in said fund on the preceding December 31,
to acquire for cancellation general obligation bonds or notes prior to their maturity dates at prices not to exceed principal plus
accrued interest to date of maturity, but the fund shall not be decreased below $2,000,000 as a result of such purchases and
cancellations.” Principal sources of revenue are one-third of all interest on general City investments and interest on Fund
investments. As authorized by the Statutes, the Public Debt Amortization Fund may purchase for investment or for
cancellation, notes issued by the General Fund to fund operations.

Through 2004, $94,853,794 has been borrowed and outstanding for forty-three tax incremental districts (TID). Total debt
service requirements associated with these debt issues amounts to $133,479,461. Tax increments received through 2004
total $104,093,004. In any year in which TID debt service requirements for the ensuing year are greater than total tax
increments received, the shortfall is funded by the property tax levy.

Under the Wisconsin Statutes, the City is required, if requested by the Board of Milwaukee Public Schools, and if approved by
referendum, to issue general obligation bonds to finance purchases of school sites and to construct or remodel school
buildings. No such bonds are currently outstanding. The $121,885,000 of Milwaukee Public School long-term debt outstanding
at December 31, 2004 consists of a portion of the City’s general obligation bonds and notes which has been designated for
school purposes. Under the Wisconsin Statutes, the City has title to the land and buildings of the Milwaukee Public Schools.
However, the City does not control the use of the assets or receive the proceeds upon disposition of the assets. At June 30,
2004, the historical costs of the land and buildings as reported by Milwaukee Public Schools was approximately $776,135,000.
These assets are excluded from the financial statements of the City.

C. Revenue Bonds

The City issues revenue bonds to provide funds for water and sewer improvements. As such, they are not backed by the
general credit or taxing powers of the City. During the year ended December 31, 2004, the City did not issue revenue bonds.

The component units issue revenue bonds to provide funds for capital construction and mortgage-backed securities. As such,
they are not backed by the general credit or taxing powers of the City.
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D. Notes Payable

The City issues installment notes to provide funds for various public improvement projects, cashflow for the school district and
purchases of delinquent taxes. During the year ended December 31, 2004, installment loans totaling $66,235,000 were issued
to provide the school district cashflow, finance building projects and purchase 2003’s delinquent taxes.

E. Capital Leases Payable

The City has entered into a lease agreement as lessee for financing the acquisition of automated defibrillators/EKG monitors.
This lease agreement qualifies as a capital lease for accounting purposes and, therefore, has been recorded at the present
value of the future minimum lease payments in the appropriate capital asset accounts in the amount of $349,000 as of

December 31, 2004.

The future minimum lease obligation and the net present value of these minimum lease payments as of December 31, 2004

was as follows:

(Thousands of Dollars)
Year ending:
2005
2006

Total minimum lease payments

Governmental
Activities

$ 175
174

$ 349
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F. Debt Service Requirements

The maturities of the outstanding principal and related interest requirements are as follows:

Total
General Obligation Debt Revenue Bonds Payable Debt
Year Principal Interest Principal Interest Service
(Thousands of Dollars)
Governmental activities
2005 $ 80,613 $ 28,523 $ - $ - $ 109,136
2006 ...... 66,363 25,092 - - 91,455
2007 ...... 60,791 21,905 - - 82,696
2008 ...... 58,710 19,252 - - 77,962
2009 ............ 52,637 16,471 - - 69,108
2010-2014 ... 201,708 50,562 - - 252,270
2015-2019 ... 88,869 18,620 - - 107,489
2020-2023 ... 9,297 12,948 - - 22,245
Total e $ 618,988 $ 193,373 $ - $ - $ 812,361
Business-type activities
Water Works
2005 e $ 4,851 $ 1612 $ 824 $ 352 $ 7,639
4,692 1,358 846 330 7,226
3,362 1,120 868 307 5,657
2,845 960 891 284 4,980
1,989 851 915 260 4,015
12,336 2,494 4,949 921 20,700
2,726 200 4,452 239 7,617
$ 32,801 $ 8595 $ 13,745 $ 2,693 $ 57,834
2005 i $ - $ - $ 2,390 $ 2,762 $ 5152
- - 2,480 2,667 5,147
- 2,570 2,575 5,145
- - 2,650 2,487 5,137
- - 2,740 2,386 5,126
2010-2014 i - - 15,315 10,008 25,323
2015-2019  ooiiiiie - - 19,025 5,821 24,846
2020-2023 oo - - 13,775 1,127 14,902
Total e $ - $ - $ 60,945 $ 29,833 $ 90,778
Parking
2005 o $ 3,767 $ 776 $ - $ - $ 4,543
2006 i 2,008 612 - - 2,620
2007 o 1,981 515 - - 2,496
2008 ...... 2,027 419 - - 2,446
2009 ... 1,435 329 - - 1,764
2010-2014 ... 4,232 868 - - 5,100
2015-2019 ... 1,163 104 - - 1,267

Total ........... $ 16,613 $ 3623 $ - $ - $ 20,236
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Total
General Obligation Debt Revenue Bonds Payable Debt
Year Principal Interest Principal Interest Service
(Thousands of Dollars)
Other Enterprise
2005 e $ 506 $ 221 $ - $ - $ 727
477 197 - - 674
444 173 - - 617
443 154 - - 597
2009 e 463 131 - - 594
2010-2014 1,752 355 - - 2,107
2015-2019 444 36 - - 480
Total e $ 4,529 $ 1,267 $ - $ - $ 579
Component Units
2005 $ 5,886 $ 612 $ 965 $ 980 $ 8,443
2006 47 501 995 940 2,483
2007 3,551 498 1,040 898 5,987
2008 55 494 465 853 1,867
2009 59 488 495 830 1,872
2010-2014 494 2,247 2,850 3,751 9,342
2015-2019 1,723 2,091 670 2,927 7,411
2020-2024 42 1,947 7,576 1,985 11,550
2025-2029 54 1,934 23,900 365 26,253
2030-2034 69 1,919 - - 1,988
2035-2039 ..o 2,091 1,446 - - 3,537
2040-2044 oo 4,906 571 5,477
2045-2049 1,318 21 - - 1,339
2050-2052 12 1 - - 13
Total oo $ 20,307 $ 14,770 $ 38,956 $ 13,529 $ 87,562
G. Debt Limit

Wisconsin Statutes limit direct general obligation borrowing in the amount equivalent to 7% of the equalized valuation of
taxable property. The Statutes further provide that within the 7% limitation, borrowing for school construction purposes may
not exceed 2% of the equalized valuation and borrowing for general city purposes may not exceed 5% of the equalized
valuation. At December 31, 2004 the City’s legal debt margin was $1,015,300,000. Of this amount, $448,641,000 was for
school purposes and $566,659,000 was for City purposes.

H. Refundings

In prior years, the City defeased certain general obligation bonds by placing the proceeds from new general obligation bonds in
an irrevocable trust to provide all future debt service payments on the bonds. Accordingly, the trust account assets and liability
for the defeased bonds are not included in the City’s financial statements. At December 31, 2004, $160,205,000 of bonds
outstanding are considered defeased, which includes debt defeased during the current year.

I. Conduit Debt

From time to time, the City, as well as the Housing Authority and the Redevelopment Authority, has issued revenue bonds in
order to provide financing to private sector entities for the purpose of acquiring, constructing, or rehabilitating housing units and
for retiring the existing debt associated with housing units. These obligations are primarily secured by mortgage or revenue
agreements on the associated projects and, together with the interest obligation, is payable solely by the developers from
leased rentals and other funds or revenues. In addition, these obligations do not constitute indebtedness of the City, as the
City has no responsibility for the debt beyond the resources provided by related leases or loans. Accordingly, the bonds are
not reported as liabilities in the accompanying financial statements. The aggregate amount of all revenue bonds outstanding
at December 31, 2004 is approximately $78,710,000, $18,200,000, and $525,000,000 for the City, HACM, and RACM,
respectively.
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8. RETIREMENT PLANS
Pension Benefits

Plan Description - The City makes contributions to the Employes’ Retirement System of the City of Milwaukee (the “System”), a
cost-sharing multiple-employer defined benefit pension plan, on behalf of all eligible City employees. The System provides
retirement, disability, and death benefits to plan members and beneficiaries. The City Charter assigns the authority to
establish and amend benefit provisions. The System issues a publicly available financial report that includes financial
statements and required supplementary information for the System. That report may be obtained by writing to the Employes’
Retirement System of the City of Milwaukee, 200 East Wells Street, Room 610, Milwaukee, WI 53202.

Funding Policy - Plan members are required to contribute, or have contributed on their behalf, a percentage of their annual
earnable compensation equal to 5.5%, 7%, 7%, and 7% for general City employees, police officers, firefighters, and elected
officials, respectively. New hires who are not sworn police/fire must pay 1.6% of pensionable earnings for 8 years to fund the
cost of benefit escalators due to the Global Pension Settlement. The City is required to contribute the actuarially determined
amount. The City Charter assigns the authority to establish and amend contribution requirements. The City’s contributions to
the System for the years ending December 31, 2004, 2003, and 2002, were $21,693,000, $22,015,000, and $20,233,000,
respectively, equal to the required contributions on behalf of the plan members for each year.

Other Postemployment Benefits

The City provides medical insurance benefits for substantially all retirees in accordance with terms set forth in labor contracts
or by Common Council resolution. Retirees are eligible to enroll in any of the group plans offered by the City. Aside from the
Basic Plan, this includes any of the Health Maintenance Organizations (HMO) plans currently offered to active employees.

The City provides full health insurance coverage to general City employees who retire at age 55, but less than age 65, with 30
years of creditable service or age 60, but less than age 65, with 15 years of creditable service until the age of 65.
Management employees retiring beginning in 2004 at age 55, but less than 65, pay a portion of health insurance the same as
active management employees. In accordance with a “percentage formula” as provided in labor agreements, the City provides
between 65% and 100% of the cost of the Basic Plan coverage for firefighters and police officers who retire with 25 years of
creditable service and having attained at least the age of 52 but less than 60. Upon reaching the age of 60 but prior to the age
of 65, the City provides full health insurance coverage for firefighters with single enrollment status and police officers with
single enrolliment status. The City contribution for firefighters between the ages of 60 and 65 with family enrolliment status is
the greater of 100% of the cost of single enroliment in the Basic Plan or an amount determined using the “percentage formula.”
The “percentage formula” used to determine the City contribution in the labor agreements is based on the amount of unused
sick leave at retirement.

After attaining the age of 65 and having completed a minimum of 15 years of creditable service, all retirees are eligible to enroll
in a “subsidized plan” for medical insurance. Under this plan, the City contributes 25% of the base rate toward retirees enrolled
in the Basic Plan, while the retiree pays 75% of the base rate and 100% of the major medical rate. For those retirees enrolled
in an HMO, the City contributes a 25% subsidy of the applicable HMO premium.

Medical insurance for retirees is financed on a pay-as-you-go basis. Approximately 4,705 employees are eligible to receive
these benefits. For 2004, the City paid approximately $24,603,642 toward medical insurance for its retirees.

In addition to medical insurance, the City allows its employees to continue life insurance coverage under the Group Life
Insurance Plan offered to active employees in accordance with Section 350-25 of the Code of Ordinances. The base amount
of coverage for general City employees is equal to the employee’s annual basic salary to the next higher thousand dollars.
The base amount of coverage for firefighters and police officers is equal to one and one-half the employee’s annual basic
salary to the next higher thousand dollars.

General City employees retiring at age 55 or older with 20 years of service or at age 60 regardless of years of service and
covered under the group life insurance plan at retirement are eligible to continue coverage at the level on the date prior to their
date of retirement. Firefighters and police officers retiring at age 52 or older with 20 years of service or at age 57 regardless of
years of service and covered under the group life insurance plan at retirement are eligible to continue coverage up to their
base amount of coverage on the date prior to their date of retirement. Prior to age 65, all retirees are required to pay the full
premium rates as established by the insurance carrier, less an adjustment for estimated dividends. The rates established are
group rates applied consistently to all employees, without regard to age or health. Upon reaching the age of 65, those retirees
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still part of the group life plan have their coverage reduced in accordance with the reduction schedule in effect on their last day
physically at work, with the City assuming all future premiums.

For 2004, the groups rate for life insurance for the City population as a whole was approximately fifty-three cents per month per
$1,000 of coverage after estimated dividends. The effect on this rate as a result of including retirees in the pool is not
determinable. Group life insurance for retirees age 65 or older are financed on a pay-as-you-go basis and cannot be readily
separated from amounts paid on behalf of active employees. The City estimates $1,081,200 out of a total $3,890,682 for
group life insurance for 2004 is attributable to approximately 4,983 retirees on the basis of the common group life rate.

Terminal Leave Payments

Upon retirement, employees receive a portion of their unused sick leave as terminal leave, in accordance with labor contracts
and Section 350-38 of the Code of Ordinances. Firefighters whose normal hours of work exceed 40 hours per week receive
between $45 and $65 for each work shift equivalent of unused sick leave. Firefighters whose normal hours of work average 40
hours per week receive between $21 and $30 for each work shift equivalent of unused sick leave. Police officers receive
payment for up to 55 days of unused sick leave at base pay. Management pay plan employees are entitled to payment of 30%
of unused sick leave (maximum 960 hours) plus one-half of the sick leave days accumulated during the last twelve months of
service for up to six additional days for a total maximum of 42 days at the rate of pay at retirement. Substantially all remaining
City employees receive up to 30 days for unused sick leave as terminal leave, although some bargaining units receive slightly
different benefits in accordance with related labor agreements. In 2004, approximately $8,974,000 was paid for sick leave
from all funds. At December 31, 2004 accumulated sick leave earned but not taken totaled approximately $114,355,000
determined on the basis of current salary rates.

Terminal leave pay is funded on a pay-as-you-go basis and provided for in the salary budgets of the respective departments
annually. In 2004 terminal leave payments totaled $1,300,000 to employees retiring during the year. As of December 31,
2004, the City has accrued approximately $21,727,000 in the government-wide statements for future terminal leave payments.
This amount is included under the unfunded compensated absences of $37,003,000, with the remainder accrued vacation
leave of $15,276,000.

9. FUND EQUITY
Reserved for Tax Stabilization and Advances to Other Funds

The Reserved for Tax Stabilization, $50,479,000 at December 31, 2004, is governed by the City’'s Code of Ordinances. This
reserve includes an amount for advances of $13,431,000 from the general fund to the capital projects fund. The general fund
has advanced this amount to fund special assessment projects. The availability of the $13,431,000 for Tax Stabilization is
contingent upon future collection of the special assessments receivable. All General Fund appropriation balances not
encumbered or carried over are reserved for tax stabilization in subsequent years. The total amount that can be withdrawn
from the Reserved for Tax Stabilization in any one year is an amount that prevents an increase of more than three percent in
the City’s property tax rate, as defined, and is anticipated to be available as of April 15 of the year covered by the budget.
Such amount must be included in the adopted budget, which requires a majority affirmative vote of the Common Council.
Fund withdrawals not needed to stabilize the tax rate can be made for up to 50% of the available balance, but require a three-
fourths affirmative vote of the Common Council.

Deficit Fund Equity

The Capital Projects Fund has a deficit fund balance of $12,278,000. The deficit is the result of construction in advance of
collecting assessments from property owners and issuing of long-term debt for other construction contracts.
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10. INTERFUND RECEIVABLE AND PAYABLE BALANCES AND NET TRANSFERS

The individual interfund receivable and payable balances at December 31, 2004, were as follows:

| Due From
General
Obligation Sewer Nonmajor
General Debt Water Maintenance Proprietary
Fund Service Works Fund Funds Total
(Thousands of Dollars)

General Fund .......ccccoeoeevneen. $ - $ - $ 1,566 $ - $ - $ 1,566
° General Obligation Debt ........ 2,304 - 6,464 - - 8,768
| Public Debt Amortization ....... - 291 291
S Capital Projects .........ccccceeeeee 12,562 - - - - 12,562
a Nonmajor Governmental Funds 5,241 - - - - 5,241
Water Works  .....cccocvvvieieininne 1,381 - - 981 836 3,198
Nonmajor Proprietary Funds .. 6,095 - - - - 6,095
Totals .ooveeeieeieeeee, $ 27583 $ 291 $ 8,030 $ 981 $ 836 $ 37,721

Balances resulted from the timing differences between the dates that (1) interfund goods and services are provided or
reimbursable expenditures occur, (2) transactions are recorded in the accounting system, (3) payments between funds are
made, (4) and funds overdraw their share of pooled cash or when there are transactions between funds where one fund does
not participate in the City’s pooled cash.

Interfund transfers for the year ended December 31, 2004 were as follows:

| Transfers In

General
Obligation Nonmajor
General Debt Proprietary
Fund Service Funds Total
(Thousands of Dollars)

General Fund .........ccc...... $ - $ - $ 10 $ 10
+ | General Obligation Debt 6,090 - 556 6,646
8 Public Debt Amortization........... - 7,183 7,183
g Capital Projects Funds ............ 10 2,785 - 2,795
“g Nonmajor Governmental Funds. 4,443 13,613 - 18,056
E Water Works ........ccceevveveenenn. 7,900 - - 7,900
Parking ..o, 13,149 462 - 13,611
Nonmajor Proprietary Funds ... 1,677 - - 1,677
Totals .oooveeciiiiic $ 33,269 $ 24,043 $ 566 $ 57,878

Transfers are used to (1) move revenues from the fund that statute or budget requires collection from to the fund that statute or
budget required to expend them. (2) move receipts restricted to debt service from the funds collecting the receipts to the debt
service fund as debt service payments become due, and (3) use unrestricted revenues collected in the general fund to finance
various programs accounted for in other funds in accordance with budgetary authorizations.
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11. BALANCES BETWEEN THE CITY AND COMPONENT UNITS

Balances due to and due from component units as of December 31, 2004, consist of the following:

Primary
Government's
Component Unit Payable Receivable
(Thousands of Dollars)
Due from HACM for reimbursable expenditues .............. $ 1,781
Due from RACM for loans issued to developers for
the purpose of renovations and improvements to
existing parcels of real estate ............ccccceeiiiiiiiiiine 13,442
Due from MEDC for tax incremental district loans .......... 2,660
Due from NIDC for reimbursements for expenditures ..... 178
TOAl e $ 18,061
Primary
Government's
Component Unit Receivable Payable
(Thousands of Dollars)
Due to HACM for project expenditures.............ccocevevcnneen. $ 214
Due to RACM for project expenditures.............ccccceeeeieenn. 2,758
Due to MEDC for reimbursable expenses.............c..ccc...... 2
Due to NIDC for reimbursements for programmatic
expenditures passed through the City ............cccceeiie 623
TOAl e $ 3,597

12. OPERATING LEASES

The City leases various properties under operating lease agreements expiring at various dates through 2007 and beyond.
Certain leases contain provisions for possible renewal at term of the lease.

Scheduled minimum lease payments for years ending December 31 are as follows:

Year Amount
(Thousands of Dollars)

2005 $ 2942
2006 2,601
2007 2,611
2008 2,344
2009 1,960
2010-2014 10,591
2015-2019 10,249
2020-2023 4,165

Total $ 37,463
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13. COMMITMENTS AND CONTINGENCIES
Claims and Other Legal Proceedings

The City is exposed to various risks of losses related to torts, theft of, damage to, and destruction of assets; errors and
omissions; injuries to employee or natural disaster. With certain exceptions, it is not the policy of the City to purchase
commercial insurance for the risks of losses to which it is exposed. Instead, the City believes it is more economical to manage
its risks internally and set aside funds as needed for reasonably estimated current claim settlements and unfavorable
judgments through annual appropriations and supplemental appropriations. Current settlements are paid from the General
Fund and recorded as expenditures when paid in the fund based statements. The liabilities are recorded in the government-
wide financial statement.

Under Wisconsin Statutes, the amount recoverable by any person for any damages, injuries or death in any action founded on
fact against the City, agencies, officials, officers or employees cannot exceed $50,000, with certain exceptions.

The City is self-insured for workers’ compensation, health insurance (basic plan), uninsured motorist motor vehicle coverage
for City employees, and general liability. Liabilities are reported when it is probable that a loss can be reasonable estimated.
These losses include an estimate of claims that have been incurred but not reported. Liabilities are based on the estimated
ultimate cost of settling the claims, including the effects of inflation and other economic and social factors. Claims are paid
from the General Fund and recorded as expenditures when paid in the fund based financial statements. The liabilities are
recorded in the government-wide statements.

The liabilities recorded as long-term debt in the government-wide statements are as follows:

General liability Claims ..o $ 16,723,000
Workers' compensation claims 7,421,000
Unemployment CaiMS ..o 210,000
Health insurance Claims  ........oooiiiiiiiii e 4,582,000
Changes in the balances of claim liabilities during the past two years are as follows:

2003 2004
Beginning of year liability ............ccccvueiiiiiiieicce e $ 34,043,000 $ 33,804,000
Current year claims and changes in estimates 19,996,000 8,891,000
Claim payments ........cccccoiiiiiiiiiiiiee e (20,235,000) (13,759,000)
End of year liability .........ccoooiiii e $ 33,804,000 $ 28,936,000

The Milwaukee Police Association filed suit against the City and the Milwaukee Employes’ Retirement System as a result of a
City Ordinance passed in 1995 that merged the Retirement Fund with the Duty Disability Fund. Actuarial reports indicated that
if the separate funds were merged, there were sufficient assets within the Employes’ Retirement System to fund all retirement
and disability liabilities without currently requiring additional contributions. In 1996, the Circuit Court granted summary
judgment to the plaintiff declaring the merger to be unconstitutional. The court stayed enforcement of its order, insofar as any
additional contribution of the City was concerned, to give the City the opportunity to appeal. In 1998, the Court of Appeals
modified the Circuit Court’s judgment; and the City’s petition to the Wisconsin Supreme Court to accept a discretionary appeal
of the Court of Appeals’ decision was denied. As a result, the City was required to make contributions to fund an unfunded
liability in the Duty Disability Fund.

The Equal Employment Opportunity Commission (‘EEOC”) conducted a pattern and practice investigation from December
1993 to September 1996. The investigation resulted in a finding of probable cause that the Fire and Police Commission
(“FPC”) and Milwaukee Police Department discriminated, based on race, in the areas of hiring, discipline, retaliation, and terms
and conditions of employment. The EEOC sought $5 million in total remedies for the class claims and nearly $2 million to the
individual hiring charging parties. Additionally, the EEOC requested remedies for the 15 individual “terms and conditions”
charging parties in an amount totaling over $2.5 million. The EEOC also sought an additional $1 million in compensation to the
“terms and conditions” class members. The EEOC referred the matter to the United States Department of Justice (“DOJ”) in
February 1997. Additional individual EEOC charges have also resulted in reasonable cause determinations and have been
referred to the DOJ. The DOJ conducted a further, lengthy investigation and stated by letter dated January 2, 2001 that suit
had been authorized against the City and the FPC. DOJ alleges that between 1991 and 1996, African-Americans were
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discriminated against in terms of differential and less favorable treatment in the hiring process (failing background
investigations), and in terms and conditions of employment such as discipline, discharge, and assignment. In 2001 DOJ
requested $6.15 million in compensatory damages for a class of 100 victims of discriminatory terms and conditions of
employment and an unspecified sum in back pay for a group of approximately 39 African-Americans who failed background
investigations. The City considered that request unreasonable and urged DOJ re-consider its position. Since that time, DOJ
has not responded. However, DOJ has declined to pursue litigation on behalf of seven of the charging parties and issued
individual right to sue letters to them. To date, one suit has been served upon the City.

The Milwaukee Employes’ Retirement System (MERS) is in the process of purchasing a computerized information system to
assist in the administration of the City’s pension system. The cost is expected to be in the range of $11 to $12 million.
According to an agreement between the City and the MERS, the cost of the system is to be paid entirely by MERS. In this
lawsuit, the Milwaukee Police Association alleges that the agreement between City and MERS limits MERS’s obligation to pay
for the information system to no more than $3 million. If the suit is successful, the City might be liable to pay the remaining $8
to $9 million.

Environmental Liabilities

The City is exposed to numerous environmental liabilities, the most significant of which relate to seven landfills. Two of the
seven landfills have been closed. Of the remaining four landfills that are no longer accepting waste, the Wisconsin Department
of Natural Resources has imposed closure requirements on the North College Avenue Site, which the City substantially closed
during 2000. The Hartung landfill, which is used exclusively for clean fill, is expected to be closed within three years. The City
has accrued $1,085,000 in the government-wide financial statement, as part of general liability claims, for landfill closure
related to the four sites. These amounts are based upon what it would cost to perform all closure activities in 2001. Actual
costs may be higher due to inflation, changes in technology, or changes in regulations.

GASB Statement No. 18 “Accounting for Municipal Solid Waste Landfill Closure and Postclosure Care Costs” establishes
requirements for disclosure of closure and postclosure requirements for all municipal solid waste landfills receiving solid waste
after October 9, 1991. The City’s landfills have not accepted waste of this type since 1976 and is therefore not required to
accrue for closure and postclosure care in accordance with GASB Statement No. 18.

Intergovernmental grants

Intergovernmental awards received by the City are subject to audit and adjustment by the funding agency or their
representatives. If grant revenues are received for expenditures, which are subsequently disallowed, the City may be required
to repay the revenues to the funding agency. In the opinion of management, liabilities resulting from such disallowed
expenditures, if any, will not be material to the accompanying financial statements at December 31, 2004.

14. SUBSEQUENT EVENTS

On March 3, 2005, the City issued $13,795,000 of general obligation corporate purpose bonds for the purpose of financing
various public improvement projects of the City. These bonds mature on February 15 of each year beginning 2016 until 2022.
Interest is payable on February 15 and August 15 commencing August 15, 2005,

On March 3, 2005, the City issued $33,530,000 of general obligation short-term promissory notes for the purpose of financing
various public improvement projects and fiscal requirements of the City. The notes mature on February 15 of each year
beginning 2006 until 2015. Interest is payable on February 15 and August 15 commencing August 15, 2005.

On March 3, 2005, the City issued $56,000,000 of short-term revenue anticipation notes for the purpose of temporarily
financing the City’s operating budget until the receipt of State shared revenues. These notes mature on March 23, 2006 with
interest.
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CITY OF MILWAUKEE Exhibit E-1
REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2004
(Thousands of Dollars)

Actual -
Budgeted Amounts Amounts Variance
Original Final Budgetary Positive
Budget Budget Basis (Negative)
Revenues:
Property taXe8s ........ccoveveueeueveeeeeeeeeeeeeeeeeeee e e, $ 133,542 $ 133,542 $129,120 $ (4,422)
Other taxes .....oocieiiiiice e 2,754 2,754 3,563 809
Licenses and permits ........ccccoccuviiiiiiiiiiieiieeeeeee e 10,025 10,025 11,530 1,505
Intergovernmental ..o 273,548 273,548 273,865 317
Charges for SErVICES  .....couvveiiiieiiiie e 53,954 53,954 60,825 6,871
Fines and forfeits ........oeeeeeiiiieeeeee e 4,785 4,785 5,647 862
OthEr e 6,653 7,092 8,108 1,016
Total REVENUES  ......oooviiiiiiiiciieceeee 485,261 485,700 492,658 6,958
Expenditures:
Current:
General government ........ccccooiveeiiiee i 189,007 182,640 179,542 3,098
Public safety  .....cooiieie e 221,537 232,472 231,371 1,101
Public WOrkS ...ooeieiiee e 84,840 89,618 89,562 56
Health ..o 10,123 10,761 10,724 37
Culture and recreation ...........ccooeeeevevviviriveeieeeeeeee. 16,844 17,825 17,822 3
Conservation and development ...............ccccccuveee.. 3,428 3,496 3,495 1
Total EXpenditures ..........ccoeveeiiiiiieeiiciieesec e 525,779 536,812 532,516 4,296
Deficiency of Revenues over Expenditures .......... (40,518) (51,112) (39,858) 11,254
Other Financing Sources (Uses):
Transfers N ..ueceeeee e 22,170 28,260 33,269 5,009
Transfers OUt ......oociiiiii - (10) (10) -
Contributions received ...........c.ccooeieieiii 25,778 26,623 22,236 (4,387)
Contributions USed .......ccoceiiiiiiiiiiee (24,838) (23,350) (20,582) 2,768
Use of fund balance - reserved for tax stabilization .... 16,870 16,870 16,870 -
Total Other Financing Sources and Uses ............. 39,980 48,393 51,783 3,390
Net Change in Fund Balance .............cccccooceeenneen. (538) (2,719) 11,925 14,644
Fund Balance - Beginning (Excludes Reserved for
Tax Stabilization) .......ccccccceiiiiii 75,111 75,111 75,111 -
Fund Balance - Ending  ........cccoeeeiniiene e $ 74,573 $ 72,392 $ 87,036 $ 14,644

Explanation of Differences of Budget to GAAP:

For budget purposes, the fund balance - reserved for tax stabilization is reflected as other financing sources whereas

for accounting purposes, it is reflected as part of fund balance. The difference between the fund balance on a GAAP
basis compared to budget basis is $16,870 million at January 1, 2004. In addition, budgeted expenditures do not include
capital lease payments as public safety expenditures.

Contributions received and used for budget purposes are reported as other financing sources, but for GAAP are
considered to be revenues and expenditures.

See accompanying independent auditors' report.
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Nonmajor Governmental Funds

Nonmajor funds are used to account for the proceeds of specific
revenue sources (other than special assessments, expendable trust or
major capital projects) requiring separate accounting because of legal or
regulatory provisions or administrative action.

Grant and Aid Projects — This fund is used to account for Federal and
State grants whose proceeds are legally restricted to expenditures for
specific purposes and which are not accounted for in other special
revenue funds.

Community Development Block Grant — The Community Development
Block Grant Program receives annual grants pursuant to the Federal
Housing and Community Development Act of 1974.  This fund also
includes amounts received under the Section 108 Loan Program. The
City’'s Department of Administration is responsible for the planning,
execution and evaluation of the Program.

Delinquent Tax — This fund was established as a reserve against
uncollected delinquent property taxes. Fund resources, consisting
initially of bond proceeds, are used to purchase delinquent property
taxes from the General Fund. Collections on these purchased
receivables and related interest thereon are transferred to the General
Obligation Debt Service Fund to provide for the related debt service
requirements.

Economic Development Fund — This fund provides expenditure authority
for owner financed economic development in commercial areas,
including the Business Improvement District program.
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CITY OF MILWAUKEE Exhibit F-1
COMBINING BALANCE SHEET -
NONMAJOR GOVERNMENTAL FUNDS
DECEMBER 31, 2004
(Thousands of Dollars)

Total
Grantand Community Nonmajor
Aid Development Delinquent Economic Governmental
Projects Block Grant Tax Development Funds
ASSETS
Assets:
Cash and cash equivalents .............cccc.e...... $ 4,471 $ - $ 8,961 $ 3 $ 13,435
Receivables (net):
TAXES  cveeeeeee et - - 9,451 - 9,451
ACCOUNES oo 1,615 798 - - 2,413
Notes and 10aNS  ..........cooeevvvvvieeeeeeieeeeeeeenn, - 7,972 - - 7,972
Accrued interest ... 1 - - - 1
Due from component units ...........cccceeviiene - 394 - - 394
Due from other governmental agencies ........ 7,957 3,209 - - 11,166
Total ASSets ......cccvcceereiverrssersieeenas $ 14,044 $12,373 $ 18,412 $ 3 $ 44,832
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable ............ccccceeiiiiiiiiieieen, $ 4,232 $ 2,222 $ 1 $ - $ 6,455
Due to other funds .......cccoeeiiiiiiiiiiiiieeeeeeeees 4,085 1,156 - - 5,241
Due to component units ... 705 225 - - 930
Due to other governmental agencies ............ 153 798 - - 951
Deferred revenue ............cooeevvveeeeeeieeeeeeeeenn, 9,046 7,972 2,116 - 19,134
Total Liabilities .....ccceeevvvviiiiiiiiiiieciiieens 18,221 12,373 2,117 - 32,711
Fund Balances:
Reserved for debt service ............cccoeee. - - 8,960 - 8,960
Reserved for delinquent taxes receivable .. - - 7,335 - 7,335
Reserved for economic development ........ - - 3 3
Unreserved, undesignated ...............c..c.c... (4,177) - - - (4,177)
Total Fund Balances ............cccooevvveuuennn... (4,177) - 16,295 3 12,121
Total Liabilities and Fund Balances . $ 14,044 $12,373 $ 18,412 $ 3 $ 44,832

See accompanying independent auditors' report.
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CITY OF MILWAUKEE
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2004
(Thousands of Dollars)

Exhibit F-2

Total
Grantand Community Nonmajor
Aid Development Delinquent Economic Governmental
Projects Block Grant Tax Development Funds
Revenues:
Property taxes ........ccccoeeveveeereeeeeeeeeeeenn, $ - $ - $ 3,746 $ - $ 3,746
Intergovernmental ............cccccoiiiiiniiiniis 33,046 23,247 - - 56,293
Other oo - - 1,858 4,624 6,482
Total REVENUES ....ccveeeeeieeeeiieecieeee 33,046 23,247 5,604 4,624 66,521
Expenditures:
Current:
General government ..........ccccceviieeeniienns - 2,171 1,033 - 3,204
Public safety ....cccooooeveeii 6,852 2,877 - - 9,729
Public WOrks —......cccoeiiiieiiee e 3,192 293 - - 3,485
Health ..o 15,461 1,180 - - 16,641
Culture and recreation .........cccccceeeeeeeeeeneen. 890 1,024 - - 1,914
Conservation and development ................. 10,807 15,702 - 4,625 31,134
Total Expenditures .........ccccoeevvveeecinennneen. 37,202 23,247 1,033 4,625 66,107
Excess (deficiency) of Revenues
over Expenditures .........ccccooiieeiiinennne. (4,156) - 4,571 (1) 414
Other Financing Sources (Uses):
General obligation bonds and notes issued . - - 15,000 - 15,000
Transfers out .........ccoccoeeeiiiiiiiee e (21) - (18,035) - (18,056)
Total Other Financing Sources
and USES .....ccceeeeeiiiiieeeeeecee e (21) - (3,035) - (3,056)
Net Change in Fund Balances ............... (4,177) - 1,536 (1) (2,642)
Fund Balances - Beginning ..............ccocccoeeee.. - - 14,759 4 14,763
Fund Balances - Ending ........cccccococvieeiennnen $ (4,177) $ - $ 16,295 $ 3 $ 12,121

See accompanying independent auditors' report.
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CITY OF MILWAUKEE

Exhibit F-3

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
GRANT AND AID PROJECTS
FOR THE YEAR ENDED DECEMBER 31, 2004

(Thousands of Dollars)

Amended
Budget
Revenues:
Intergovernmental ... $ 37,738
Expenditures:
Current:
Public safety  ....ooeieeee e 7,067
PUDBIIC WOTKS .. 3,239
Health ..o, 15,685
Culture and recreation ..........ooooeeeeicieieeeeeeeeeee e 897
Conservation and development ..........ccccccoeeiiiiiiieeceeiciiieeeeeee 10,850
Total EXPenditures ..........ueeeeiiiiiiiiieeeeee e 37,738
Excess of Revenues over (under) Expenditures ................... -
Other Financing Sources (Uses):
I =105 (=T £ 30 11| S -
Net Change in Fund Balance ..........ccccccoiiiiviiieiiieeeieeeee -
Fund Balance - Beginning .......cooooiiiiiiiiiiiiiiiiiceeeeee e -
Fund Balance - ENdiNg ....ccccccovivimnersin s s s seesseesseessensnne $ -

See accompanying independent auditors' report.

Actual on
Budgetary
Basis

$ 33,046

6,852
3,192
15,461
890
10,807

37,202

(4,156)

$ (4177)

Variance -
Favorable
(Unfavorable)

$ (4,692

215
47
224

8
536

(4,156)

$ (4177)
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CITY OF MILWAUKEE

Exhibit F-4

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

COMMUNITY DEVELOPMENT BLOCK GRANT

FOR THE YEAR ENDED DECEMBER 31, 2004

(Thousands of Dollars)

Revenues:
Intergovernmental ...

Expenditures:
Current:
General goOVEINMENT  ......oiiiiiiiiie et
Public safety  ....ooiiieee e
PUDIIC WOIKS ...
Health ..o
Culture and recreation ...........ccccooviiiiiiieiiiiiie e
Conservation and development ..........cccccoeeiiiiiiieeceeiciieeeeeee

Total EXPeNnditures ..........ueeeiiiiiieiiieeeeee e

Excess of Revenues over (under) Expenditures ...................

Fund Balance - BEgiNNiNg  ........ooiiiiiiiiiiiiiee e

Fund Balance - Ending .......ccoooooiiiiiiee e

See accompanying independent auditors' report.

Amended
Budget

$ 23,247

2,171
2,877
293
1,180
1,024
15,702

23,247

Actual on
Budgetary
Basis

$ 23,247

2,171
2,877

293
1,180
1,024

15,702

23,247

Variance -
Favorable
(Unfavorable)

99



CITY OF MILWAUKEE Exhibit F-5
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
ECONOMIC DEVELOPMENT
FOR THE YEAR ENDED DECEMBER 31, 2004
(Thousands of Dollars)

Actual on Variance -
Amended Budgetary Favorable
Budget Basis (Unfavorable)
Revenues:
(3T ST $ 4,761 $ 4,624 $ 137
Expenditures:
Current:
Conservation and development ...........ccccceeeviiiiieeeiicieennnn. 4,761 4,625 136
Excess of Revenues over (under) Expenditures ............... - (1) (1)
Fund Balance - Beginning .........ccoooiiiiiiiie e - 4 4
Fund Balance - ENdiNg  ....ccccccoviieriniiene e $ = $ 3 $ 3

See accompanying independent auditors' report.
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Nonmajor Enterprise Funds

Enterprise Funds are used to account for operations that provide
services which are financed primarily by user charges, or activities
where periodic measurement of net income is appropriate for capital
maintenance, public policy, management control or other purposes.

Port of Milwaukee — All activities necessary to operate and maintain the
Port of Milwaukee and other related harbor activities are accounted for
in this fund.

Metropolitan Sewerage District User Charge — The Metropolitan
Sewerage District User Charge Fund is used to account for sewerage
treatment charges by the Milwaukee Metropolitan Sewerage District to
the City on a “wholesale” user charge basis and the subsequent billing
by the City to customers on a “retail” basis. The City adds
administrative expense to the District’'s charges and includes the sewer
user charges on the quarterly water bills.
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CITY OF MILWAUKEE Exhibit G-1
COMBINING STATEMENT OF NET ASSETS
NONMAJOR ENTERPRISE FUNDS
DECEMBER 31, 2004
(Thousands of Dollars)
Metropolitan Total
Sewerage Nonmajor
Port of District User Enterprise
Milwaukee Charge Funds
ASSETS
Current Assets:
Cash and cash equivalents ..............ccocoiiiiiiiieie $ 1 $ - $ 1
Receivables (net):
ACCOUNES e e e e e e e eeens 268 6,391 6,659
Unbilled accounts ..........oooovvviiiiieeiiiiieeeeeee e 189 1,913 2,102
Due from other funds .......ccocvveiiiiiiiiiieee e - 836 836
Total Current Assets ... 458 9,140 9,598
Noncurrent assets:
Capital assets:
Capital assets not being depreciated:
Land e 7,907 - 7,907
Construction in Progress  ........ceeeeeeeiieeeaiieeeiieeeneeen 172 - 172
Capital assets being depreciated:
BUIldINGS  .eeeeeeiie e 12,332 - 12,332
Improvements other than buildings .............cccccco.. 18,827 - 18,827
Machinery and equipment ... 4,547 - 4,547
Furniture and furnishings .........cccccceviiiiiiiiiiiee. 48 - 48
Accumulated depreciation .........cccccceiiiiiiiiiiiiinii, (21,920) - (21,920)
Total Noncurrent ASSetS .........covvvvvvvcieeeeeeeeeeeeeeinnn. 21,913 - 21,913
Total ASSEES oo 22,371 9,140 31,511
LIABILITIES
Current Liabilities:
Accounts payable ... 163 5,644 5,807
ACCIUEA EXPENSES  ...evviiiiiiiiiiiiieiiieieeeieeaaaeeaaeasaeaeanennnnnnnes 96 - 96
Accrued interest payable ... 63 - 63
Due to other funds ........oeiiiiieeeeeeeee s 547 5,548 6,095
Deferred revVeNUE  ..........cooccviiiieiieiiieee e 48 - 48
General obligation debt payable - current ....................... 506 - 506
Total Current Liabilities .......ooovvvveieeiiiiiiiiieeee, 1,423 11,192 12,615
Noncurrent Liabilities:
General obligation debt ..........ccccoeiiiiiii 4,051 - 4,051
Total Liabilities  ......ccoevieeeiieeee e 5474 11,192 16,666
NET ASSETS:
Invested in capital assets, net of related debt .................... 17,356 - 17,356
UNrestricted ..o (459) (2,052) (2,511)
Total Net ASSetS ...oooiiiieiiiiii e e $ 16,897 $ (2,052) $ 14,845

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Exhibit G-2
COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
NONMAJOR ENTERPRISE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2004
(Thousands of Dollars)

Metropolitan Total
Sewerage Nonmajor
Port of District User Enterprise
Milwaukee Charge Funds
Operating Revenues:
Charges for Services:
Statutory sewer userfee .........cccocevieiiiiiieiieeee $ - $ 28,145 $ 28,145
RENt e 3,943 - 3,943
Other oo - 1,543 1,543
Total Operating Revenues ..........cccccoociiiiiiiiiiecnns 3,943 29,688 33,631
Operating Expenses:
Milwaukee Metropolitan Sewerage District Charges ... - 25,963 25,963
EMPIOYEE SErViCeS ...ooueiiiiiiiiiiieieee e 1,226 95 1,321
Administrative and general ............ccocoooiiiiiii - 32 32
Depreciation .........ccooiii e 730 - 730
Transmission and distribution .............ccccoeeiiiiiiieiiiiiens - 3,358 3,358
Services, supplies and materials .............ccccceeeeeeenne... 747 - 747
Billing and collection ..o - 1,785 1,785
Total Operating EXpenses .......ccccccvvciiiiieeeniinenns 2,703 31,233 33,936
Operating Income (LOSS) .....uvviviiiiiiiiiieiiiiiiiiieceeis 1,240 (1,545) 305
Nonoperating Revenues (Expenses):
Interest eXpeNSEe ..., 278 - 278
Income (Loss) before Contributions and Transfers 962 (1,545) (583)
Capital contributions ..........cccooeiiiiiie e 143 - 143
Transfers iN  .ooooiee e 566 - 566
Transfers OUL  .......cooiiiiieeeeeeeeeee e (1,677) - (1,677)
Change in Net Assets  ....ccooiiiiiiiienecee (6) (1,545) (1,551)
Total Net Assets - Beginning  ....ooeeeeiiiiiiieeeieiiieeeeeee 16,903 507 16,396
Total Net Assets - ENding  ...cccoccvveenin i $ 16,897 $ (2,052) $ 14,845

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Exhibit G-3
COMBINING STATEMENT OF CASH FLOWS
NONMAJOR ENTERPRISE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2004
(Thousands of Dollars)
Metropolitan Total
Sewerage Nonmajor
Port of District User Enterprise
Milwaukee Charge Funds
CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from customers and USers ...........cc..cccoeeeieeiieeecieeeeeene. $ 4,019 $ 30,310 $ 34,329
Payments to SUPPlIErs .......cocooiiiiiiiiiic (940) (31,698) (32,638)
Payments t0 employees ........ccooiiiiiiiiii e (1,248) (95) (1,343)
Payments from other funds ..........ccoooiiiiiiiiiiiii e 547 1,483 2,030
Net Cash Provided by Operating Activities ...........ccccoccceeenis 2,378 - 2,378
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Miscellaneous nonoperating revenue ..........cccceevviiieeiiiieeceiiieeene 135 - 135
Transfers from other funds ...........coooiiieiiiiii e, 566 - 566
Transfers to other funNds  ........ooveeeiiieee e (1,677) - (1,677)
Net Cash Used for Noncapital Financing
ACHVITIES .o e 976 - 976
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Capital contributionS  .........ooiiiiiiiie e 470 - 470
Proceeds from sale of bonds and notes ...........cccociviiiiiiiiiinee. 505 - 505
Acquisition of property, plant and equipment ..........ccccociiiiiiiiininns (3,718) - (3,718)
Retirement of bonds, notes and revenue bonds ..............cccccocenne. (339) - (339)
INterest paid .......oooiiiiiiii e (216) - (216)
Net Cash Used for Capital and Related
Financing ActiVities  ........ccueiiiiiiiiie e (3,298) - (3,298)
Net Increase (Decrease) in Cash and Cash Equivalents .................. (1,896) - (1,896)
Cash and Cash Equivalents - Beginning ........cccceeiivevieeiiieesiie e 1,897 - 1,897
Cash and Cash Equivalents - ENding ......c..cceeeevnvieinseeseesesseenaens $ 1 $ - $ 1
RECONCILIATION OF OPERATING INCOME (LOSS) TO NET
CASH PROVIDED BY (USED FOR) OPERATING ACTIVITIES:
Operating iINCOME (I0SS) ...vviviiiieiiiiiiiiiie ittt $ 1,240 $ (1,545) $ (305)
Adjustments to reconcile operating income (loss) to net cash
provided by (used for) operating activities:
Depreciation  .....ccoeeeiiiiee e 730 - 730
Changes in assets and liabilities:
Receivables .........coooiiiiiiiii 75 622 697
Due from other funds ........ccooiiiiiii e - (124) (124)
Accounts payable ... (193) (560) (753)
Accrued liabilities .........ccooiiiiii e (23) - (23)
Due to other funds .......ooooueeeeiiiieeeeeee e 547 1,607 2,154
Deferred revVeNUE  .........occoeiiiiiiiieiee e 2 - 2
Net Cash Provided by Operating Activities ........c.cccocceiiiiiiiciieniins $ 2,378 $ - $ 2,378

See accompanying independent auditors' report.
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Agency Funds

These funds account for taxes and deposits collected by the City, acting
in the capacity of an agent, for distribution to other governmental units
or designated beneficiaries.
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CITY OF MILWAUKEE Exhibit H-1
COMBINING SCHEDULE OF CHANGES IN ASSETS AND LIABILITIES
AGENCY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2004
(Thousands of Dollars)

Balance Balance
01-01-04 Additions Deductions 12-31-04
BOARD OF SCHOOL DIRECTORS FUND
ASSETS
Cash and cash equivalents ..........cccccoovveeveeiieiiieeenees $ 163,800 $ 1,335,940 $ 1,339,515 $ 160,225
Taxesreceivable .........ccooooiiiiiiiiii e - 103,263 103,263 -
Total ASSEtS ....ceeeereiiiiiiiiiiriir e ees s sn s s nan e $ 163,800 $ 1,439,203 $ 1,442,778 $160,225
LIABILITIES
Due to Other Governmental Agencies:
Milwaukee School Board ..........cccccvvmmmremrmreeneeenennns $ 163,800 $ 1,335,940 $ 1,339,515 $160,225
PROPERTY TAX FUND
ASSETS
Cash and cash equivalents .............ccccocoeeveveeeieeeennne. $ 78,995 $ 186,451 $ 181,052 $ 84,394
Taxes Receivable .........ccoeeeeeiiiiiiiceeeeee e - 102,255 102,255 -
Total ASSEtS .iocccciicciiiciiir e s e e $ 78,995 $ 288,706 $ 283,307 $ 84,394
LIABILITIES
Due to Other Governmental Agencies:
State of WISCONSIN  ..eeeeeeeeeeeeeee e $ 219 $ 4,420 $ 4,367 $ 272
Milwaukee CouNty .......ccceeviiieeiiiee e 45,921 103,720 101,021 48,620
Menomonee Falls School District ............c.ccooeeeenn. - 226 226 -
Milwaukee Area District Board of Vocational Technical
& Adult Education ..o 18,211 43,382 41,793 19,800
Milwaukee Metropolitan Sewerage District ............... 14,644 34,654 33,596 15,702
Washington County .......ccccciiiiiiie e - 4 4 -
Waukesha County ......ccccoveiiiieiie e - 46 46 -
Total Liabilities .....cccccoeevvecmiiiviccree e $ 78,995 $ 186,452 $ 181,053 $ 84,394
PAYROLL DEDUCTIONS FUND
ASSETS
Cash and cash equivalents .......c..ccccccvvveeecennieensenenns $ 174 $ 1,410 $ 1,419 $ 165
LIABILITIES
Accounts payable ... $ 174 $ 1,410 $ 1,419 $ 165

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Exhibit H-1 (Continued)
COMBINING SCHEDULE OF CHANGES IN ASSETS AND LIABILITIES
AGENCY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2004
(Thousands of Dollars)

Balance Balance
01-01-04 Additions Deductions 12-31-04
FEES, PENALTIES AND SALES TAX FUND
ASSETS
Cash and cash equivalents .......ccccccceeviciniccceeniceennns $ 521 $ 4,202 $ 4,091 $ 632
LIABILITIES
Accounts payable .........cccccceiiiieieeeee e $ 146 $ 329 $ 474 $ 1
Due to Other Governmental Agencies:
State of WISCONSIN  ...veeeeieieeeeeeeeeee e 307 2,880 2,672 515
Milwaukee CouNty .......ccccceeevveiiiiieeciee e 68 993 945 116
Total Liabilities ........ccccccvceveiiiiiiiieiie e $ 521 $ 4,202 $ 4,091 $ 632
OTHER
ASSETS
Cash and cash equivalents ..........cccceeeeriniiinniesiennnne $ 1,297 $ 15,841 $ 15,604 $ 1,534
LIABILITIES
Accounts payable ..o $ 1,297 $ 15,841 $ 15,604 $ 1,534
TOTAL - ALL AGENCY FUNDS
ASSETS
Cash and cash equivalents ..........ccccccoovveevieiiiciieeneens $ 244,787 $ 1,543,844 $ 1,541,681 $ 246,950
Receivables:
TAXES  eeeeeeeee e - 205,518 205,518 -
Total ASSELS ...ccceeeriiicieii s $ 244,787 $ 1,749,362 $1,747,199 $ 246,950
LIABILITIES
Accounts pPayable .........cccccoceeiiiiieieee e $ 1,617 $ 17,580 $ 17,497 $ 1,700
Due to other governmental agencies ..........ccccccveeeeeenen. 243,170 1,526,265 1,524,185 245,250
Total Liabilities .....cccccovceveiiiiiisieerie e e $ 244,787 $ 1,543,845 $ 1,541,682 $ 246,950

See accompanying independent auditors' report.
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CITY OF MILWAUKEE

COMBINED SCHEDULE OF DELINQUENT TAXES RECEIVABLE
DECEMBER 31, 2004
(Thousands of Dollars)

Exhibit [-1

Real Personal
Estate Property
Year Levied
1985 =1993 ..ottt ane e e aneennea 512 $ 1
1904 ettt 212 -
190D et 226 -
L LS PSSP 543 -
L L SRR 339 -
1008 ettt ettt et e neenes 296 123
1900 ettt a e ae e eae et en e e reenneeneenneeneenes 382 107
200 U 544 147
200 SRS 1,213 278
200 SRS 4,242 330
2003 ottt n ekt n ettt eneereeneane s 13,414 540
Delinquent Taxes Receivable ..........cccccceviviieiiiiiiicciecee e $ 21,923 $ 1,526
Add: Property taxes receivable on foreclosed property (A) ......
Total Delinquent Taxes Receivable ........cccccccveieieiiiiiiiiiiiiice
Less: Estimated uncollectible taxes ...........ccccoiiiiiiiiii.
Net Delinquent Taxes Receivable ........cccccooiiiiiiiiiiiciciccciiceeee

See accompanying independent auditors' report.

Total

$ 513
212
226
543
339
419
489
691

1,491
4,572
13,954
23,449
14,970
38,419

(15,219)

$ 23,200

(A) Property taxes receivable on foreclosed property is valued at the cost of delinquent taxes and assessments on acquired property.
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CITY OF MILWAUKEE Exhibit |-2
COMBINED SCHEDULE OF CASH AND CASH EQUIVALENTS AND INVESTMENTS - REPORTING ENTITY
DECEMBER 31, 2004
(Thousands of Dollars)

Cash and Cash Equivalents:

CaSN e, $ 47,526
Local Government Pooled - Investment Fund 151,743
Institutional Money Market Fund ................... 9,320
Cash with Fiscal Agent ..........cccooiiiiiiiiniies 9,370
Certificates of Deposit .......cccccoeiiiiiiiieiiiiieeen. 342,809
U.S. Agency Notes .......cccceviiiiiiiiiiniieeiieen 50,780
Other e 1,980
Total Cash and Cash Equivalents .............. $ 613,528
Investments:
Deferred Compensation Pool ....................... 468,202
Treasury Notes, Bills and Agencies  ........... 34,254
Investments with Fiscal Agent ...................... 567
Capital Appreciation Bonds .........c..cccccvveeeen. 22,465
Certificates of Deposit ........ccccceevvciieieeiicine. 25,679
(O] (o= 3,770
Total Investments ...........ocoeeiiiiiiiiieiee, 554,937
Total Cash and Cash Equivalents and
INVESIMENES .o $ 1,168,465
Restricted
Cash and Cash and
Cash Cash Restricted
Equivalents Investments Equivalents Investments Total
Cash and Cash Equivalents and Investments -
Fund:
GENETAl .o $ 118,556 $ 282 $ - $ - $ 118,838
General Obligation Debt Service .................. 80,337 - - - 80,337
Public Debt Amortization ...........cccoeeeiiirvnnnnns 19,328 55,454 - - 74,782
Capital Projects .......cccccoeeeiiieeiciiiiiieeeeee 28,272 - - - 28,272
Nonmajor Governmental Funds .................... 13,435 - - - 13,435
Water WOorks .....oooeeeeiieiieieeeeeeeeeeeeeeeee 5,835 24,361 - - 30,196
Sewer MaintenanCe ........ccocooeeveeeiiieeeeeeeeeeen, 13,097 - 7,513 - 20,610
Parking ...oooo 24,092 - - - 24,092
Nonmaijor Enterprise Funds ............cccccvvvneees 1 - - - 1
Pension and Other Employee Benefit Trusts 158 - - 468,202 468,360
Private-Purpose Trusts ........c.ccccoeeeiiiiiiiinnn, 2,437 4,753 - - 7,190
Agency Funds .......ccccoiiiiiii e 246,950 - - - 246,950
Component UNitS  .......cooocveiieeiiiiiiiieee e 53,517 1,885 - - 55,402
Total Cash and Cash Equivalents and
Investments - FUNd  .....cccceveeeeeieeeeienens $ 606,015 $ 86,735 $ 7,513 $ 468,202 $ 1,168,465

See accompanying independent auditors' report.




CITY OF MILWAUKEE Exhibit 1-3
DEBT SERVICE REQUIREMENTS TO MATURITY -
GENERAL OBLIGATION BONDS AND NOTES
DECEMBER 31, 2004
(Thousands of Dollars)

Blight Elimination/ Economic
Urban Renewal Bridges Development
Year Principal Interest Principal Interest Principal Interest
2005 $ 3,116 $1,123 $ 1,483 $ 693 $ 177 $ 19
2006 2,922 969 1,356 625 48 10
2007 2,426 818 1,321 560 46 7
2008 2,217 707 1,334 497 41 6
2009 1,972 601 1,362 433 38 3
2010 1,937 507 1,308 364 21 1
2011 1,771 409 1,132 298 2 1
2012 1,632 320 1,051 242 2 1
2013 1,275 237 942 188 2 -
2014 1,271 172 792 141 1 -
2015 1,104 107 689 101 1 -
2016 627 51 542 66 - -
2017 170 18 408 38 - -
2018 137 10 340 19 - -
2019 138 ® 187 4 - -
2020 - - 5 . - -
2021 - - 5 2 - -
2022 - - 5 . - -
2023 - - - - - -
Totals 22,715 6,052 14,247 4,269 379 48
Total
Requirements $28.767 $18,516 $ 427

See accompanying independent auditors' report.
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Exhibit I-3 (Continued)

Finance Real
and Personal Property

Financial Management
Information System

Tax Receivables Replacement Project Fire
Principal Interest Principal Interest Principal Interest
$ 13,891 $ 752 $ 2,099 $ 376 $ 1,625 $ 725

6,217 400 2,146 284 1,620 652

2,707 204 2,233 185 1,564 570

1,793 110 1,950 80 1,469 503

1,106 50 410 10 1,342 431

546 14 - 1,345 363

- - 5 - 1,327 295

- - = - 1,283 227

- - - - 1,237 163

- - = = 1,247 100

- - - - 674 58

- - 5 - 248 22

- - 5 - 157 10

- - - - 25 2

- - . - 25 1

26,260 1,530 8,838 935 15,188 4,117
$ 27,790 $9.773 $ 19,305
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CITY OF MILWAUKEE Exhibit I-3 (Continued)
DEBT SERVICE REQUIREMENTS TO MATURITY -
GENERAL OBLIGATION BONDS AND NOTES
DECEMBER 31, 2004
(Thousands of Dollars)
Grant and Aid
Improvements -
City Share Harbor Industrial Land Bank
Year Principal Interest Principal Interest Principal Interest
2005 $ 153 $ 21 $ 506 $ 221 $ 67 $ 1
2006 61 15 477 197 34 7
2007 61 12 444 173 32 5)
2008 61 10 443 154 29 4
2009 61 7 463 131 27 2
2010 47 5 384 109 15 1
2011 46 3 385 90 2 -
2012 24 2 370 70 1 -
2013 24 1 324 51 1 -
2014 - - 289 35 1 -
2015 - - 261 21 - -
2016 - - 92 8 - -
2017 - - 37 4 - -
2018 - - 27 2 - -
2019 - - 27 1 - -
2020 - - - - - -
2021 - - - - - -
2022 - - - - - -
2023 - - - - - -
Totals 538 76 4,529 1,267 209 30
Total
Requirements $614 $ 5,796 $ 239

See accompanying independent auditors' report.
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Exhibit I-3 (Continued)

Local

Milwaukee Exposition

Lakefront Improvement Projects/ and Convention

Development Library Special Assessments Center and Arena

Principal Interest Principal Interest Principal Interest Principal Interest

$ 9 $ 2 $ 973 $ 439 $ 2,390 $1,078 $ 19 $ 4

4 1 971 388 1,979 951 18 4

4 1 874 338 1,991 843 16 2

4 - 855 297 1,827 749 13 2

3 - 823 253 1,638 661 11 1

2 - 798 211 1,370 581 7 1

- - 645 172 1,160 519 1 -

- - 592 140 839 468 1 -

- - 589 109 974 416 1 -

- - 549 80 1,001 367 - -

- - 481 55 574 324 - -

- - 312 32 2,378 294 - -

- - 242 16 2,465 196 - -

- - 55 4 2,216 93 - -

- - 55 2 22 1 = -

26 4 8,814 2,536 22,824 7,541 87 14
$30 $ 11,350 $ 30,365 101
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DEBT SERVICE REQUIREMENTS TO MATURITY -
GENERAL OBLIGATION BONDS AND NOTES

CITY OF MILWAUKEE

DECEMBER 31, 2004
(Thousands of Dollars)

Exhibit I-3 (Continued)

Year
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022

2023

Totals

Total
Requirements

Municipal Expenses

Principal Interest
$2,250 $ 100
250 70
250 60
250 50
250 40
250 30
250 20
250 10
4,000 380
$4,380

Parking
Principal Interest
$ 3,767 $ 776
2,008 612
1,981 515
2,027 419
1,435 329
1,031 267
962 217
878 170
727 125
634 89
532 57
361 30
135 11
93 8
42 1
16,613 3,623
$ 20,236

See accompanying independent auditors' report.

Playgrounds/
Recreational Facilities
Principal Interest
$ 1,267 $ 413
1,295 349
989 288
961 239
884 191
762 147
592 111
384 86
453 64
372 41
234 26
170 14
86 6
18 1
18 1
8,485 1,977
$ 10,462
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Exhibit I-3 (Continued)

Police Public Buildings Resource Recovery
Principal Interest Principal Interest Principal Interest
$ 4,587 $ 2,249 $ 9,139 $ 3,711 $ 22 $ 4
4,375 2,040 8,461 3,286 11 2
4,457 1,830 7,930 2,870 10 2
4,649 1,625 7,577 2,500 10 1
4,868 1,395 6,987 2,139 9 1
4,457 1,149 6,569 1,802 5 -
3,806 917 6,013 1,487 1 -
1588 726 5,217 1,206 - -
3,251 545 4,884 946 - -
2,625 379 3,893 704 - -
2,283 248 3,413 519 - -
1,620 131 2,738 348 - -
1,075 46 2,066 209 - -
195 10 1,439 107 - -
95 2 1,419 35 = -
45,876 13,292 77,745 21,869 68 10
$ 59,168 $ 99,614 $78
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CITY OF MILWAUKEE
DEBT SERVICE REQUIREMENTS TO MATURITY -
GENERAL OBLIGATION BONDS AND NOTES
DECEMBER 31, 2004
(Thousands of Dollars)

Exhibit -3 (Continued)

Year

2005

2006

2007

2008

2009

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

2022

2023

Totals

Total

Requirements

See accompanying independent auditors' report.

Schools
Principal Interest
$ 11,465 $ 4,818
11,270 4,347
10,550 3,816
11,002 3,486
9,379 2,972
9,699 2,813
8,905 2,306
8,654 2,307
8,140 2,124
6,970 1,687
6,319 1,970
4,782 1,609
3,481 2,091
2,471 1,893
2,536 2,590
1,676 2,909
1,433 2,772
1,684 3,631
1,469 3,486
121,885 53,627
$ 175,512

Sewers
Principal Interest
$ 8,256 $ 3,073
7,272 2,676
7,072 2,321
6,547 2,003
5,833 1,697
5,199 1,420
4,672 1,165
4,204 937
3,451 725
3,457 551
2,878 381
1,951 232
1,560 131
1,349 56
57 1
63,758 17,369
$ 81,127

Streets
Principal Interest
$ 9,935 $ 3,895
8,712 3,404
8,357 2,965
8,200 2,572
7,803 2,170
7,148 1,778
5,728 1,422
5,326 1,138
4,762 868
4,025 627
3,532 433
2,575 253
1,861 121
789 37
242 6
78,995 21,689
$ 100,684
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Exhibit I-3 (Continued)

Tax Incremental Districts Water Total Requirements
Principal Interest Principal Interest Principal Interest
$ 7,690 $ 5,017 $ 4,851 $ 1,612 $ 89,737 $ 31,132
7,341 4,612 4,692 1,358 73,540 27,259
7,901 4,208 3,362 1,120 66,578 23,713
7,921 3,811 2,845 960 64,025 20,785
7,831 3,414 1,989 851 56,524 17,782
7,695 3,013 2,492 754 53,087 15,330
7,587 2,619 2,966 635 47,953 12,686
7,207 2,230 2,491 494 43,939 10,774
6,851 1,850 2,101 360 39,989 8,772
5,647 1,493 2,286 251 35,060 6,717
5,066 1,208 1,677 141 29,718 5,644
3,655 933 982 53 23,033 4,076
5,066 741 21 3 18,830 3,641
4,838 478 22 2 14,014 2,719
2,720 231 24 1 7,607 2,880
1,550 113 - - 3,226 3,022
1,485 37 - - 2,918 2,809
- - - - 1,684 3,631
- - - - 1,469 3,486
98,051 36,008 32,801 8,595 672,931 206,858
$ 134,059 $ 41,396 $ 879,789
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CITY OF MILWAUKEE Exhibit I-4
DEBT SERVICE REQUIREMENTS TO MATURITY - WATER REVENUE
AND DISCLOSURE OF BOND COVERAGE
(Thousands of Dollars)

Total

Year Principal Interest Requirements
2005 $ 824 $ 352 $ 1,176
2006 846 330 1,176
2007 868 307 1,175
2008 891 284 1,175
2009 915 260 1,175
2010 939 236 1,175
2011 964 211 1,175
2012 989 185 1,174
2013 1,015 158 1,173
2014 1,042 131 1,173
2015 1,070 104 1,174
2016 1,098 75 1,173
2017 1,127 45 1,172
2018 1,157 15 1,172
$ 13,745 $ 2,693 $ 16,438

See accompanying independent auditors' report.

st Water Revenue bond coverage on Series SDWL - 1, 2, 3, 4 & 5 for 2004, consisted of gross revenues
plus interest income in the amount of $71,546, less operating expenses (excluding depreciation) of
$47,884. As a result, the net revenue available for debt service was $23,662. Debt service requirements
consisted of $1,176 for 2004. At the end of the year, bond coverage computes to 20.12.
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CITY OF MILWAUKEE Exhibit I-5
DEBT SERVICE REQUIREMENTS TO MATURITY - SEWERAGE SYSTEM REVENUE
AND DISCLOSURE OF BOND COVERAGE
(Thousands of Dollars)

Total

Year Principal Interest Requirements
2005 $ 2,390 $ 2,762 $ 5,152
2006 2,480 2,667 5,147
2007 2,570 2,575 5,145
2008 2,650 2,487 5,137
2009 2,740 2,386 5,126
2010 2,840 2,274 5,114
2011 2,940 2,151 5,091
2012 3,050 2,015 5,065
2013 3,175 1,865 5,040
2014 3,310 1,703 5,013
2015 3,465 1,539 5,004
2016 3,625 1,361 4,986
2017 3,800 1,170 4,970
2018 3,975 975 4,950
2019 4,160 776 4,936
2020 4,360 564 4,924
2021 4,565 341 4,906
2022 2,375 168 2,543
2023 2,475 54 2,529
$ 60,945 $ 29,833 $ 90,778

See accompanying independent auditors' report.

Note:

Sewerage System Revene Bonds coverage consisted of gross revenues plus interest income in the
amount of $31,279 less operating expenses (excluding depreciation) of $13,5657. As a result, the net
revenue available for debt service was $17,722. Debt service requirements consisted of $3,862 for

2004. Atthe end of the year, bond coverage computes to 4.59.
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CITY OF MILWAUKEE Exhibit I-6
SCHEDULE OF ACCOUNT BALANCES
CAPITAL PROJECTS BY PURPOSE
DECEMBER 31, 2004
(Thousands of Dollars)
Special Fire Playgrounds
Bridges Projects Department Library & Recreation
ASSETS
Assets:
Cash and cash equivalents ...........ccccoecceevieiiieceeene.. $3,404 $ 645 $ 2,318 $1,213 $ 631
Receivables (net):
TAXES  eeeiiiee it - 15 - - 259
ACCOUNES .ot - - - -
Special ASSESSMENES  ....eciiiiiiiiiiieeiiee e - - - - -
Due from other governmental agencies ...................... 2,087 - - - 25
Inventory of materials and supplies ...........ccccoeeeenns - - - - -
Total ASSEtS ..oococceeveceecrrieere e $5,491 $ 660 $ 2,318 $1,213 $ 915
LIABILITIES AND FUND BALANCE
Liabilities:
Accounts payable ...........cccceeeeiiiie i $ 66 $ - $ 60 $ 121 $ 211
Due to other funds  .......cccooiiieeiiiieie e - - - - -
Due to component units ... - - - - -
Due to other governmental agencies ...............ccccccee.... - - - - -
Deferred reVENUE  ........ooooeeeeeeeeeeeeeeeeeeeeeeeeee e 1,247 25 - - 474
Advances from other funds ...........cccooiiiiiiiiiiiiieees - - - - -
Total LiabilitieS  ........coeeeieeiiiieecieeee e 1,313 25 60 121 685
Fund Balance:
Reserved for encumbrances, prepaids,

AN CAIMYOVEIS  .oooiiiiiiieee e eiieiee e ee e e e aiieee e 4,178 635 2,258 1,092 230
Reserved forinventory .........ccccoooiiiiiiiiie e - - - - -
Unreserved:

Special assessment (deficit) ........ccccoeeviiiiiieeiiinnen. - - - - -

Total Fund Balance .........cccccvviieeiieeeiiee e 4,178 635 2,258 1,092 230
Total Liabilities and Fund Balance .................. $5,491 $ 660 $ 2,318 $1,213 $ 915

See accompanying independent auditors' report.
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Exhibit I-6 (Continued)

Police Public
Department Buildings
$ 5,160 $ 12,758
29 30

$ 5,189 $12,788
$ 380 $ 2,740
. 14

50 50

430 2,804
4,759 9,984
4,759 9,984
$ 5,189 $12,788

Tax

Urban Incremental Special
Sewers Renewal Streets Districts Assessments Total
$ 527 $ 1,616 $ - $ - $ - $ 28,272
- 88 5,541 1,665 - 7,627
1,779 - 1,240 - - 3,019
- - - - 15,520 15,520
87 29 11,592 - - 13,820
262 - - - - 262
$ 2,655 $ 1,733 $ 18,373 $ 1,665 $ 15,520 $ 68,520
$ 998 $ 357 $ 4,245 $ 169 $ 643 $ 9,990
- - 1,680 10,882 - 12,562
- 2 - 2,645 - 2,661
- - - 3,808 92 3,900
173 241 18,698 2,826 14,470 38,254
- - - = 13,431 13,431
1,171 600 24,623 20,330 28,636 80,798
1,222 1,133 (6,250) (18,665) - 576
262 - - - - 262
- - - - (13,116) (13,116)
1,484 1,133 (6,250) (18,665) (13,116) (12,278)
$ 2,655 $ 1,733 $ 18,373 $ 1,665 $ 15,520 $ 68,520
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CITY OF MILWAUKEE Exhibit I-7
SCHEDULE OF REVENUES , EXPENDITURES, AND CHANGES IN FUND BALANCE -
CAPITAL PROJECTS BY PURPOSE
FOR THE YEAR ENDED DECEMBER 31, 2004
(Thousands of Dollars)
Special Fire Playgrounds
Bridges Projects Department Library & Recreation
Revenues:
Property taXes .....coocoiieiiii e $ - $ 25 $ 645 $ - $ 797
Special ASSESSMENLS  ....oocviiiiiiiiiiiee e - - - - -
Intergovernmental ... 1,077 - - - 197
OtNEI e - - - - -
Total REVENUES  ......ccceiieeeeeicieeee e 1,077 25 645 - 994
Expenditures:
Capital outlay .......ccoeieiiiieii e 1,461 7 7,480 1,005 1,709
Excess (deficiency) of Revenues over
Expenditures .........ccocceeiiiiiiieien (384) 18 (6,835) (1,005) (715)
Other Financing Sources (Uses):
General obligation bonds and notes issued .......... 2,757 - 5,515 786 1,442
Transfers Ut .......cccceeviiiiieee e - - - - -
Total Other Financing Sources and Uses ........ 2,757 - 5,515 786 1,442
Net Change in Fund Balance ...........ccc........ 2,373 18 (1,320) (219) 727
Fund Balance (Deficit) - Beginning .........ccccceeeveennee. 1,805 617 3,578 1,311 (497)
Fund Balance (Deficit) - Ending ......ccccovcrviieenennes $ 4,178 $ 635 $ 2,258 $ 1,092 $ 230

See accompanying independent auditors' report.
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Exhibit I-7 (Continued)

Tax

Police Public Urban Incremental Special Schools
Department Buildings Sewers Renewal Streets Districts Assessments Financing Total
$ 135 $ - $ - $ 150 $ 9324 $ 1,001 $ - $ - $12,077
- - - - - - 4,665 - 4,665
- - 177 33 3,934 - - - 5,418
- - 479 - 128 2,785 - - 3,392
135 - 656 183 13,386 3,786 4,665 - 25,552
3,421 19,779 4,154 2,299 23,729 21,145 6,313 12,340 104,842
(3,286) (19,779) (3,498) (2,116) (10,343) (17,359) (1,648) (12,340) (79,290)
2,051 25,088 625 2,026 3,501 16,200 - 12,340 72,331
- - - - (10) (2,785) - - (2,795)
2,051 25,088 625 2,026 3,491 13,415 - 12,340 69,536
(1,235) 5,309 (2,873) (90) (6,852) (3,944) (1,648) - (9,754)
5,994 4,675 4,357 1,223 602 (14,721) (11,468) - (2,524)
$ 4,759 $ 9,984 $ 1484 $ 1,133 $ (6,250) $(18,665) $(13,116) $ = $(12,278)
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CITY OF MILWAUKEE Exhibit -8
GENERAL FUND
SCHEDULE OF REVENUES - BUDGET AND ACTUAL
FOR THE YEAR ENDED DECEMBER 31, 2004
(Thousands of Dollars)

Variance -

Final Favorable
Budget Actual (Unfavorable)
Property Taxes:
(1= g1 =1 $ 91,156 $ 86,734 $ (4,422)
Provision for Employees' Retirement .............ccccoooiiiiiiiinnenn. 42,386 42,386 -
Total Property Taxes .....cccveiiiiiiiiiiiieeeceee e 133,542 129,120 (4,422)
Other Taxes:
Payment in lieu of taXes .....cccoeeeiiiieiiie e 1,170 1,216 46
Interest on city tax certificates and other taxes ...................... 1,584 2,347 763
Total Other TAXES  ..uveeeieeeeeeeeece e 2,754 3,563 809
Licenses and Permits:
Licenses:
Business and occupational .........ccccccceeiiiiiiiiiiiiiiees 3,626 3,895 269
(010 31 115 84
Permits:
271 T [ 1o SR 5,356 6,238 882
(o] 011 o T IR 233 291 58
(0] 1= RSPt 779 991 212
Total Licenses and Permits ........cccoooveiiiiiiiiieeiiiieeeeeeeen 10,025 11,530 1,505
Intergovernmental:
State Shares Revenues:
State shared taxes ......oooveeeeeee e 240,375 240,440 65
Local street QidS ......coooeeeeeee e 26,550 25,608 (942)
Payment for municipal SErvices ...........ccccocveviiieiiiieeiieeen. 2,550 2,528 (22)
(0101 4,073 5,289 1,216
Total Intergovernmental ..., 273,548 273,865 317
Charges for Services:
General governmMEenNnt  ........cccooiiiiiiiii e 9,489 10,460 971
Public safety  ....oooiieee e 11,609 13,153 1,544
PUDIIC WOTKS .o e e e 29,569 33,305 3,736
[ [SY= 110 T 579 911 332
Culture and recreation .........ccccooeeeeiiiiiiiiieiieeee e 2,324 2,412 88
Conservation and development ...........ccccceeeieiiiiieeeeceiiieeeee, 384 584 200
Total Charges for Services .........ccccovvveeiiiieiiiieeieeeeieenne 53,954 60,825 6,871
Fines and Forfeits:
Municipal CoUrt ... 4,785 5,647 862
Other:
Interest on temporary investments ..o, 1,875 2,449 574
MiISCEIIANEOUS  ....eeieieiieeeeeeee e 5,217 5,659 442
Total Other ..o 7,092 8,108 1,016
o) - 1 $ 485,700 $ 492,658 $ 6,958

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Exhibit -9
GENERAL FUND
SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL
FOR THE YEAR ENDED DECEMBER 31, 2004
(Thousands of Dollars)
2004 Actual
Salaries Other Variance -
Final and Operating Favorable
Budget Wages Costs Equipment Total (Unfavorable)
General Government:
Zoning Appeals .......c.ccccooeevevennen. $ 237 % 188  § 49 3 - % 237 $ -
MayYOor ...oooiieiiiee e 696 656 30 1 687 9
Common Council - City Clerk ....... 6,005 4,847 1,021 83 5,951 54
Municipal Court ..........cccoeeeenenne 3,014 1,928 1,072 4 3,004 10
City Attorney .....coccceeeveeeeiieeeenee. 8,894 4,335 4,089 131 8,555 339
Administration ............ccceeiiiennne 12,486 4,443 8,010 17 12,470 16
Employee Relations ..................... 100,654 3,507 96,749 10 100,266 388
Election Commission .................... 1,997 933 1,042 2 1,977 20
Comptroller .......ccocccvvviieeniiieeen. 30,785 3,165 26,497 17 29,679 1,106
City Treasurer ........ccccceeveeeeeinenns 4,227 1,531 2,570 4 4,105 122
Assessor's Office  .....ccoveeeeeeieeenennn. 3,435 3,044 391 - 3,435 -
Employee's Retirement ................ 3,967 237 2,848 - 3,085 882
Interest Expense ...........cccceeiinnne 6,091 - 6,091 - 6,091 -
Non-departmental - unallocated ... 152 - - - - 152
Total General Government ........ 182,640 28,814 150,459 269 179,542 3,098
Public Safety:
Fire Department .........c.ccccccoeeennee. 68,773 63,808 3,419 481 67,708 1,065
Police Department ........................ 151,806 140,346 10,117 1,341 151,804 2
Neighborhood Services ................ 11,893 7,492 4,214 153 11,859 34
Total Public Safety .................... 232,472 211,646 17,750 1,975 231,371 1,101
Public Works:
General Office  ....ccoveeiieeeiiieeenen. 3,756 2,819 859 51 3,729 27
Infrastructure .........ccccvvvvveviiiienens 19,228 12,632 6,516 72 19,220 8
Operations  ......ccceeceeeiieeeeiieeenee 66,634 40,271 24,316 2,026 66,613 21
Total Public Works .........cc......... 89,618 55,722 31,691 2,149 89,562 56
Health ...ooooieeeeieeeeeeeeeee e 10,761 8,896 1,812 16 10,724 37
Culture and Recreation:
Public Library ......cccccoevieieeeiene. 17,825 12,607 2,936 2,279 17,822 3
Conservation and Development:
Department of City Development . 3,496 2,160 [iF335) - 3,495 1
I - | P $ 536,812 $319,845 $ 205,983 $ 6,688 $ 532,516 $ 4,296

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Table 1
GOVERNMENT-WIDE EXPENSES BY FUNCTION
THREE YEARS
(Thousands of Dollars)
Culture Conservation Capital
General Public Public and and Contribution
Year  Government Safety Works Health Recreation Development Schools
2002 $ 159,681 $ 229,167 $ 132,198 $ 22,125 $ 22,924 $ 50,828 $ 18,725
2003 166,270 257,207 137,693 24,679 19,520 64,197 8,904
2004 177,761 241,027 150,591 27,251 29,014 57,967 15,686
Interest on
Long-Term Sewer Nonmajor
Year Contributions Debt Water Maintenance Parking Enterprise Total
2002 $ 20,378 $ 29,908 $ 52,821 $ 24,214 $ 21,893 $ 33,924 $ 818,786
2003 22,499 26,981 56,554 26,440 21,438 34,936 867,318
2004 20,582 24,159 54,030 24,361 22,283 34,214 878,926
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CITY OF MILWAUKEE Table 2
GOVERNMENT-WIDE REVENUES
THREE YEARS
(Thousands of Dollars)

Operating Capital
Charges Grants Grants
for and and State
Year Services Contributions Contributions Taxes Aids Miscellaneous Total
2002 $ 231,207 $ 89,217 $ 1,108 $ 207,944 $ 283,068 $ 58,685 $ 871,229
2003 236,149 94,646 2,053 213,014 284,565 56,815 887,242
2004 238,464 82,664 2,236 217,762 273,865 57,118 872,109
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CITY OF MILWAUKEE Table 3
GENERAL GOVERNMENTAL EXPENDITURES BY FUNCTION
LAST TEN YEARS
(Thousands of Dollars)
Culture Conservation
General Public Public and and

Year Government Safety Works Health Recreation Development Total
1995 $68,928 $233,625 $105,161 $16,484 $18,157 $6,343 $448,698
1996 54,473 244,428 103,226 17,037 18,180 6,515 443,859
1997 62,913 243,235 107,599 16,726 19,666 5,652 455,791
1998 65,306 248,605 102,835 17,882 20,383 7,281 462,292
1999 132,231 205,717 91,817 11,401 16,627 7,271 465,064
2000 157,615 220,879 100,696 11,363 17,584 7,502 515,639
2001 162,628 209,521 87,453 11,237 16,948 7,922 495,709
2002 179,023 211,163 88,094 10,552 18,791 7,857 515,480
2003 187,047 240,261 86,335 10,677 17,165 3,833 545,318
2004 200,124 231,371 89,562 10,724 17,822 3,495 553,098
NOTE:  General Governmental Expenditures included on this table are only of the General Fund.
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CITY OF MILWAUKEE Table 4
GENERAL REVENUES BY SOURCE
LAST TEN YEARS
(Thousands of Dollars)

Licenses Inter- Charges Fines Contri-
Property Other and Govern- for and butions
Year Taxes Taxes Permits mental Services Forfeits & Other Total

1995 $ 87,315 $11,745 $6,989 $ 263,659 $23,317 $12,475 $20,864 $ 426,364

1996 84,280 11,112 7,086 268,095 24,907 13,472 18,566 427,518
1997 92,656 10,397 7,599 271,796 25,810 15,578 17,147 440,983
1998 84,042 10,100 8,112 278,965 27,727 16,138 16,736 441,820
1999 89,250 10,283 8,996 277,884 37,598 17,694 9,032 450,737
2000 98,456 12,808 10,154 278,434 45,383 18,036 14,358 477,629
2001 118,804 12,688 10,485 278,969 54,594 4,408 12,408 492,356
2002 114,096 2,944 10,814 283,068 57,749 5,210 29,813 503,694
2003 126,749 4,318 10,883 284,565 55,714 6,115 30,313 518,657
2004 129,120 3,563 11,530 273,865 60,825 5,647 30,344 514,894

NOTE: General Revenues included on this table are only of the General Fund.
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CITY OF MILWAUKEE Table 5
PROPERTY TAX LEVIES AND COLLECTIONS
LAST TEN YEARS
(Thousands of Dollars)
Total Delinquent
Delinquent Collections Cumulative Taxes as
Total Current Percent Tax Total as Percent Delinquent Percent of
For Tax Levy Tax of Levy Collections Tax of Current Taxes Current
Year (A) Collections Collected (B) Collections Levy (C) Levy
1995 $ 409,238 $ 399,661 97.660 $ 11,021 $ 410,682 100.353 $ 22,939 5.605
1996 385,496 374,793 97.224 11,467 386,260 100.198 22,175 5.752
1997 350,302 340,270 97.136 8,559 348,829 99.580 23,648 6.751
1998 331,556 322,737 97.340 13,084 335,821 101.286 19,383 5.846
1999 339,318 328,558 96.829 8,574 337,132 99.355 21,569 6.357
2000 324,794 311,022 95.760 11,288 322,310 99.236 24,053 7.405
2001 368,371 B551515 96.526 14,805 370,380 100.545 22,043 5.984
2002 382,873 369,125 96.409 13,926 383,051 100.046 21,865 5.711
2003 398,220 383,064 96.194 12,401 395,465 99.308 24,620 6.183
2004 404,892 390,930 96.552 14,676 405,606 100.177 23,905 5.904
(A) Includes only City and Milwaukee Public Schools levies, adjusted for special assessments placed on tax roll, as
well as County delinquent taxes purchased from the County and included in tax levy collections.
(B) Collection of delinquent taxes for prior years.
(C) Includes current and prior delinquent taxes.
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CITY OF MILWAUKEE Table 6
ASSESSED AND ESTIMATED ACTUAL VALUE OF TAXABLE PROPERTY
LAST TEN YEARS
(Thousands of Dollars)

Ratio of

Total

Assessed

Real Property Personal Property Total to Total

Estimated Estimated Estimated Estimated

Assessed Actual Assessed Actual Assessed Actual Actual

Year Value Value Value Value Value Value Value

1995 $12,847,723 $13,634,803 $1,128,926 $ 1,186,306 $13,976,649 $14,821,109 94.3%
1996 13,714,440 13,911,337 1,136,167 1,129,862 14,850,607 15,041,199 98.7
1997 13,780,412 14,335,277 1,133,725 1,176,580 14,914,137 15,511,857 96.1
1998 14,842,447 15,006,268 1,229,667 1,221,950 16,072,114 16,228,218 99.0
1999 14,900,027 15,905,567 873,823 795,658 15,773,850 16,701,225 94.4
2000 16,646,617 16,429,767 936,378 914,484 17,582,995 17,344,251 101.4
2001 16,792,682 18,375,998 907,102 1,077,832 17,699,784 19,453,830 90.9
2002 18,968,857 19,400,257 897,398 898,130 19,866,255 20,298,387 97.9
2003 20,162,296 20,851,016 847,221 879,738 21,009,517 21,730,754 96.7
2004 21,938,751 22,655,924 833,668 835,850 22,772,420 23,491,774 96.9

NOTE: The Assessed Values are established by the City of Milwaukee Assessor's Office.
(Equalized) Values are provided by the State Supervisor of Assessments.

The Estimated Actual
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CITY OF MILWAUKEE Table 7
PROPERTY TAX RATES AND TAX LEVIES - ALL OVERLAPPING GOVERNMENTS

LAST TEN YEARS
Levy Milwaukee
for Area District Board
Year of Vocational, Technical
(©) City of Milwaukee (A) Milwaukee School Board (B) and Adult Education
TAX RATES PER $1,000 OF ASSESSED
1995 $ 1047 28.5% $ 1546 42.2% $ 2.04 5.6%
1996 10.09 28.6 14.28 40.5 2.10 6.0
1997 9.81 888 9.97 33.9 2.01 6.8
1998 9.47 33.2 9.02 31.6 2.11 7.4
1999 9.20 32.5 9.44 334 2.01 7.1
2000 9.12 32.5 8.95 31.9 2.16 7.7
2001 9.86 35.2 8.81 SR 2.00 7.1
2002 10.22 34.6 9.11 30.8 2.23 7.6
2003 9.51 34.9 8.55 314 2.05 7.5
2004 9.22 35.2 8.12 31.0 2.04 7.8
Tax Levies
1995 $ 144,049 $ 238,537 $ 28,081
1996 138,750 221,958 28,967
1997 143,061 181,336 29,388
1998 139,417 167,446 31,020
1999 145,555 181,736 31,847
2000 141,279 169,562 33,455
2001 169,678 180,874 34,437
2002 176,579 186,228 38,499
2003 184,682 193,636 39,808
2004 188,680 193,756 41,793
(A) Excludes allocation of debt service requirement on debt incurred for schools, initially included in
the City of Milwaukee. ($.51 in 2004)
(B) Includes allocation of debt service requirement on debt incurred for schools, initially included in
the tax levy of the City of Milwaukee. ($.51 in 2004)
(C) Tax rates were constructed considering the provision of the tax incremental district law. The
application of these rates to the applicable assessed values will provide a tax yield higher than

the levy.
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Table 7 (Continued)

County of Milwaukee

State of Wisconsin

VALUE AND PERCENT OF TOTAL

$ 5.41
5.74
5.72
5.96
5.72
5.82
5.46
5.91
5.20
4.94

(In Thousands)

$ 74,326
78,897
83,308
87,779
90,387
90,017
93,946

102,173
100,841
101,070

14.7%
16.3
19.4
20.9
20.2
20.7
19.5
20.0
19.1
18.9

$ 021
0.21
0.20
0.21
0.20
0.21
0.20
0.22
0.20
0.21

$ 2,873
2,964
3,008
3,102
3,246
3,340
3,469
3,891
4,060
4,346

0.6%

0.7
0.7
0.7
0.8
0.7
0.7
0.7
0.8

Milwaukee Metropolitan

Sewerage District Total
$ 307 8.4% $ 36.66 100.0%
2.81 8.0 35.23 100.0
1.72 5.9 29.43 100.0
1.77 6.2 28.54 100.0
1.72 6.1 28.29 100.0
1.80 6.4 28.06 100.0
1.68 6.0 28.01 100.0
1.87 6.3 29.56 100.0
1.74 6.4 27.25 100.0
1.64 6.3 26.17 100.0
$ 42,191 $ 530,057
38,654 510,190
25,110 465,211
26,039 454,803
27,152 479,923
27,876 465,529
28,876 511,280
32,287 539,657
33,722 556,749
33,596 563,241
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CITY OF MILWAUKEE Table 8
SPECIAL ASSESSMENT COLLECTIONS
LAST TEN YEARS
(Thousands of Dollars)

Billing
Year

1995
1996
1997
1998
1999
2000
2001
2002
2003

2004

NOTE:

Ratio of Current

Current Current Collections Assessments
Assessments Assessments to Amount Unpaid at End
Billed Collected Billed of Billing Year

$ 4,094 $ 2,512 61.4% $ 1,582
4,269 2,537 59.4 1,732
2,488 1,506 60.5 982
4,693 2,919 62.2 1,774
3,155 2,090 66.2 1,065
3,271 2,031 62.1 1,240
4,434 2,597 58.6 1,837
4,732 3,218 68.0 1,514
2,961 2,086 70.5 875
5,131 3,569 69.6 1,562

All special assessments are due when billed and may be paid within forty-five (45) days
without interest. An election to pay in six annual installments is available at an annual
interest rate determined as of June 30 each year per ordinance. The rate for 2004 of
5.17% is calculated on the unpaid balance. Each installment is added to the general tax
roll and the method of enforcing collections is the same as for general city taxes with like
force and effect.
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CITY OF MILWAUKEE Table 9
RATIO OF NET GENERAL LONG-TERM DEBT TO ASSESSED VALUE AND
EQUALIZED VALUE AND NET LONG-TERM DEBT PER CAPITA
LAST TEN YEARS

Year

1995
1996
1997
1998
1999
2000
2001
2002
2003

2004

(A)

(B)
©

Ratio

of Net

Ratio Long-
of Net Term Net
Less Long- Debt General
Gross Assets Term to Long-
General Available Net Debt to Equal- Term
Long- in Govern- General Assessed ized Debt
Population Assessed Equalized Term mental Long-Term Value Value Per
(A) Value Value Debt (B) Funds (C) Debt (B) (Percent) (Percent) Capita

(In (In (In (In (In
Thousands) Thousands) Thousands) Thousands) Thousands)

623,531 $ 13,976,649 $ 14,821,109 $ 353,520 $ 48,359 $ 305,161 2.18 2.06 $ 489.41
620,609 14,850,607 15,041,199 370,517 47,787 322,730 217 2.15 520.02
612,740 14,914,137 15,511,857 393,179 44,313 348,866 2.34 2.25 569.35
610,654 16,072,114 16,228,218 432,877 47,424 385,453 2.40 2.38 631.21
608,150 15,773,850 16,701,225 473,089 52,554 420,535 2.67 2.52 691.50
605,572 17,582,995 17,344,251 522,503 51,444 471,059 2.68 2.72 777.87
595,508 17,699,784 19,453,830 566,429 56,025 510,404 2.88 2.62 857.09
595,958 19,866,255 20,298,387 591,155 48,813 542,342 2.73 2.67 910.03
595,245 21,009,517 21,730,754 598,275 44,060 554,215 2.64 2.55 931.07
593,920 22,772,420 23,491,774 618,988 52,767 566,221 2.49 2.41 953.36

The December 31, 1995 through 2004 populations are estimated from the Wisconsin Department of Revenue population used in
the distribution of State Shared Revenues.

Excludes general obligation debt for Port of Milwaukee, Parking and Water Works, reported in their respective funds.

Includes assets available in the General Obligation Debt Service Fund and the Delinquent Tax Special Revenue Fund.

141




CITY OF MILWAUKEE Table 10
COMPUTATION OF LEGAL DEBT MARGIN
December 31, 2004
(Thousands of Dollars)

ASSESSEA VAIUE .ot $ 22,772,420
Equalized Value ... 23,491,774
Debt Limit 7 Percent of Equalized Value .........ccccceeeeiiiiiiieiiiiiieeee, 1,644,424

Amount of Debt Applicable to Debt Limit:

General obligation bonds ........cocuiiiiiiiii $ 497,175
General obligation NOtES  ......ceeiiiiie e 121,813
Parking bonds and NOtES  .........ooiiiiiiiie e 16,613
[ P25 0 T0 Tl oY) o [0 £ 4,529
Water WOorks DONAS . ..ooeeee et e e 32,801
Water Works revenue BoNdS ..........oiiieiiiiiiiee e 13,745
SeWer revenuUe boNAS  ....oooovviiiie e 60,945
BLIC0) =1 I T=Y o) $ 747,621
Deduct:
Assets in Debt Service FUNAS  ......oooovveeiieeeeeeeeeeeeeeeeee e 43,807
Water Works revenue bonds (A) .....ooerieeeeiiieeiiee e 13,745
SEWEr reVeNUE DONAS  .oooieiiiiiiieiecceeeeeeeee e e e e 60,945
Total DEAUCLIONS  .....iiiiiiieeee e e e e e eean s 118,497
Total Amount of Debt Applicable to Debt Limit .............cccccoooeeinnnee. 629,124
Legal Debt Margin ... $ 1,015,300
(A) The Water Revenue Bonds and Sewer Revenue Bonds are payable only from the income and revenues

derived from the operations of the water system and sewer system, respectively. These bonds do not
constitute an indebtedness of the City within the meaning of any constitutional or statutory debt
limitation or provision.

Note: State Statutes (67.03 and 119.49) limit direct general obligation borrowing in the amount equivalent to
7% of the equalized valuation of taxable property. The statutes further provide that within the 7%
limitation, borrowing for school construction purposes may not exceed 2% of the equalized valuation
and borrowing for general city purposes may not exceed 5% of the equalized valuation. The legal debt
margin as of December 31, 2004 was $448,641 for school purposes and $566,659 for general
purposes.
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CITY OF MILWAUKEE

COMPUTATION OF DIRECT AND OVERLAPPING DEBT

December 31, 2004
(Thousands of Dollars)

Table 11

Percentage City of
Applicable Milwaukee's
Net Debt to City of Share of
Name of Government Unit Outstanding Milwaukee Debt
Direct Debt:
City of MIlWaUKEE (A) .o $ 629,124 100.00 $ 629,124
Overlapping Debt:
Milwaukee Area Technical College District ..........cccccoiiiiiiieiiiieenns 72,346 37.24 26,942
County of MIlWaUKEE  ......cc.oiiiiiiiiiie e 469,734 45.77 214,997
Milwaukee Metropolitan Sewerage Area (B) .....ccccoooeveiiieiiiieeiinenn. 692,619 46.87 324,631
Total Direct and Overlapping Debt ...........cccccciiniiecccn e, $ 1,195,694
(A) Excludes $78,710 of Industrial Revenue Bonds. Includes debt incurred to finance Milwaukee School Board

construction.

(B) Includes $390,424 low interest loan from the State of Wisconsin Clean Water Fund, supported by the full faith

and credit of the District.
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CITY OF MILWAUKEE Table 12
RATIO OF ANNUAL DEBT SERVICE EXPENDITURES FOR GENERAL
LONG-TERM DEBT TO GENERAL EXPENDITURES
LAST TEN YEARS
(Thousands of Dollars)

Year
1995
1996
1997
1998
1999
2000
2001
2002
2003

2004

(A)

Ratio of

Total Debt Service

Debt Total to General

Principal Interest Service General Expenditures

(A) (A) (A) Expenditures (Percent)

$ 53,004 $ 18,786 $ 71,790 $ 448,698 16.0%
59,038 15,428 74,466 443,859 16.8
58,575 17,154 75,729 455,791 16.6
60,402 17,703 78,105 462,292 16.9
58,645 19,295 77,940 465,064 16.8
60,693 19,855 80,548 515,639 15.6
62,037 21,998 84,035 495,709 16.9
65,761 24,302 90,063 515,480 17.5
61,103 23,306 84,409 545,318 15.5
57,822 23,783 81,605 553,098 14.8

Excludes school debt service. The City is obliged by State Statutes to provide financing for the
acquisition of school facilities operated by the Milwaukee Board of School Directors. School debt
service is the legal liability of the City of Milwaukee but school expenditures are under control of the
Board of Directors.
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CITY OF MILWAUKEE
DEMOGRAPHIC STATISTICS

Table 13

LAST TEN YEARS
Per
Capita Median School Unemployment
Population Income Age Enroliment Rate
Year (A) (B) (€) (D) (E)
1995 623,531 $ 12,450 30.3 103,676 4.8%
1996 620,609 12,800 30.3 106,261 5.1
1997 612,740 13,219 30.3 107,043 5.2
1998 610,654 13,436 30.3 105,645 4.8
1999 608,150 13,780 30.3 105,374 4.9
2000 605,572 14,170 30.6 103,541 5.9
2001 595,508 14,147 30.6 103,397 7.4
2002 595,958 13,420 30.6 103,464 8.9
2003 595,245 13,680 30.6 103,769 7.9
2004 593,920 Not available 30.6 102,309 6.8
(A) The December 31, 1995 through 2004 populations are estimated from the Wisconsin Department of
Revenue population used in the distribution of State Shared Taxes.
(B) Derived from data contained in Sales and Marketing Management magazine for the appropriate year.
For the year 1995, data was revised by Sales and Marketing Management magazine to conform with
1990 census data. Decline for 1995 resulted from modifications to data calculation methodology by the
reporting source.
(C) Median age of the population is determined only during a census. These figures represent the data
collected by the 1990 and 2000 Regular Census.
(D) Annual School Census by Board of School Directors. Represents Public Schools only.
(E) State of Wisconsin, Department of Workforce Development.
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CITY OF MILWAUKEE Table 14
PROPERTY VALUES, CONSTRUCTION AND BANK DEPOSITS
LAST TEN YEARS
(Thousands of Dollars)

Commercial Construction Residential Construction

Number
of
Year Permits
1995 71
1996 77
1997 86
1998 79
1999 95
2000 88
2001 99
2002 89
2003 96
2004 89
(A)
Sources:

Number Real Property Value

of Bank Equalized
Value Units Value Deposits (A) Commercial Residential Nontaxable
$ 39,983 390 $ 20,776 $13,013,020 $ 5,388,417 $ 8,246,386 $ 3,497,462
37,780 183 12,122 16,205,221 5,409,709 8,501,628 3,525,520
161,479 345 27,512 17,921,013 5,475,827 8,859,451 3,566,982
68,042 589 45,257 20,832,537 5,873,130 9,133,138 3,422,096
128,344 203 20,442 15,975,126 6,221,962 9,683,606 3,456,294
99,968 352 35,184 17,926,606 6,241,899 10,187,868 3,384,708
106,537 542 99,106 23,185,907 7,011,654 11,364,344 3,422,534
87,778 697 72,252 20,513,650 7,221,024 12,179,233 3,368,493
61,825 825 111,861 22,674,292 7,614,584 13,236,433 3,400,762
63,485 747 78,243 22,131,059 8,159,591 14,496,333 3,881,313

Firstar Bank - Milwaukee was purchased by Firstar Bank - Cincinnati in October, 1999 and is no longer
included.

Construction data from City of Milwaukee Department of Neighborhood Services. Bank Deposits are
year-end, as reported to U.S. Federal Reserve, Chicago. Equalized Property Value is determined by
the State of Wisconsin. Nontaxable Property Value is estimated by the City of Milwaukee, Assessor's
Office.
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CITY OF MILWAUKEE Table 15
PRINCIPAL TAXPAYERS
December 31, 2004

(Thousands of Dollars)
Percentage
2004 of Total
Assessed Assessed
Taxpayer Type of Business Valuation Valuation
U. S. Bank Banking $ 221,109 .97

Northwestern Mutual Life

Insurance Company Insurance 166,456 .73
Teachers Insurance & Annuity/

TIAA Realty Real Estate 104,989 46
Towne Realty Real Estate 85,266 .37
M & | Marshall & llsley Bank/Metavante Corp. Banking 79,325 .35
Metropolitan Associates Real Estate 76,536 .34
Marcus Corp./Mil. City Center/Pfister Hotels/Motels/Restaurants 71,424 .31
Miller Brewing Brewery 71,372 .31
100 E. Wisconsin Ave Joint Venture Real Estate 56,968 .25
Great Lakes REIT/GLR Milwaukee Center Real Estate 56,455 .25

$ 989,900 4.34

Source:

City of Milwaukee Assessor's Office
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CITY OF MILWAUKEE Table 16
SCHEDULE OF INSURANCE IN FORCE
December 31, 2004
(Thousands of Dollars)
Policy Period

Type of Coverage and Name of Company Policy Number From - To
Liability Insurance

Various - RACM Properties Various Various
Property/Marine Insurance

Local Government Property Insurance Fund 140440 01/01/04 - 01/01/05
One Beacon C5JH40210 & N5JH40215 12/31/04 - 12/31/05
Hartford Steam Boiler FBP4919044 01/01/04 - 01/01/05
Hartford Steam Boiler Company FBP-0074750(11) 08/01/04 - 08/01/05
AIG COPS1957536 01/01/04 - 01/01/05

Bond/Crime Insurance

Old Republic Surety

AlG

Travelers

Federal

Scottsdale Ins. Co. of Florida
Evanston Insurance Company

Comprehensive General Liability
American Safety Risk Retention Group/HAI

Housing Auth. Risk RetentionGroup (HARRG)

MSA1167235, MSA1167236 & 7
5157743 & 515-77-40
104364230

81599788

PK10000980

EO-818417

MPL 04-2416-04
50-0029-2004

Fire, Extended Coverage, Vandalism & Malicious Mischief

Housing Authority Property Insurance (HAPI)

Travelers
American Bankers Ins Co of Florida / FEMA
HAI/American Alternative Ins Corp

Automobile
Housing Authority Risk Retention Group
HAI/American Alternative Ins Corp

Worker's Compensation
Society Insurance

28/KTJCMB-199D500-3-2004
28/KTJCMB-199D500-3-2004
Various

59A2CP0000073-02

KTN-810-345D8647-PHX-04 HARRG AU 13
59AGL0000005-02

WC-427788

04/16/04 - 04/16/05
06/13/04 - 06/13/05
08/08/04 - 08/08/05
08/08/04 - 08/08/05
03/12/04 - 03/12/05
02/01/04 - 02/01/05

06/15/04 - 06/15/05
09/01/04 - 09/01/05

09/01/04 - 09/01/05
09/01/04 - 09/01/05
04/19/04 - 05/21/05
07/13/04 - 07/13/05

01/01/04 - 01/01/05
04/29/04 - 04/29/05

01/02/04 - 01/02/05
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Table 16 (Continued)

Details of Coverage

General Liability

Buildings, Personal Property

Wharfinger Liability, Protection & Indemnity
Boiler & Machinery

HACM Boiler

Enviornmental

Public Official Bond - Treasurer
Public Employee

Fiduciary

Fiduciary Responsibility Excess
RACM - Public Officials/Employees
Water Testing - Errors & Omissions

Lead Inspector's Professional Liability

Lead Based Paint/Mold/Commercial Liability
Law Enforcement

Hous. Authority Directors, Officers/Employment
Pesticide

Housing Projects, Property/Fire
Property

Housing Projects, Flood Insurance
Property/Fire/Liability

Housing Authority Fleet
Commercial Liability - VETS

HACM, RACM

Liability
Limits

$ 3,500

1,151,411
12,000
100,000
25,000
5,000

600
2,000
10,000
10,000
2,000
1,000

1,000
5,600
1,000
2,050
1,000

404,086
12,000
11,246

5,000

2,000
2,000

600

Annual
Premium

$ 27

287
65

18
56

Z3
85
24
21

26
193

116

545

83

77
39

210
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CITY OF MILWAUKEE
MISCELLANEOUS STATISTICAL DATA
December 31, 2004

Table 17

Date of INCOMPOrAtIoON  .........eeeiieiee et e e e e e e et e e e e et e e e s sabaeeeeeeennneas
(0313 VO =T () o (o] o] (= P
FOrm of GOVEIMMENT ...ttt s ae e e bt nin e te e e e st e steeeane e
Y= o 2SS

Miles of Streets and Alleys
i =T= Tl = 1Y/=To [PPSR
S =ToT S g o= 1= P PP PPTR PRSP
1o £ O PSP TSP PP PP

Miles of Sewers
] (o 1 1 1 PPN
ST 111 ¢= PP PP
(007101 o] 1= PP

Building Permits
PeIMItS ISSUBA ..o et
LT LAY = (U 1

Fire Protection
1L SIS =111 PSSP
Total Fire Department EMPIOYEES  .......uiuiiiiiiiiiiiiiiiiie ettt e e e e eeaeaeaeeaeaaeasnnnnnenes
L= o 1] o T o] o PRSP RTR TR

Police Protection
PONCE SEAtIONS ...ttt ettt b ettt et
Total Police Department Employees (AUthOMZEd) .........cooiiiiiiiiiiiiiieiiie e
Employees with Law Enforcement Powers (AUthorized) .......cccooiiiieiiiie i
Municipal LOCK-UP FACIHItIES ...ttt et e e et e e e e nieeeaaeenes
I ] e= I 1=y (=Y a1 (o g =T oX= o] |
POIlICE Patrol VENICIES ..ottt e e e
Police Patrol MOIOICYCIES  ......ooiieieeee ettt e e et e e e e et e e e e e neneeeaeeannas

Recreation
Playgrounds, Playfields, Tot Lots, Recreation Centers and Special Facilities Serving Youth/Adult

Enterprise
Milwaukee Water Works
PopUIAtioN SEIVEA ......eeeiiie e e e e et e e e e e e e e aaaeas
Number of Metered ACCOUNES  .......ooiiiieiie et e e e e e e e enaeees
Million GallonNs PUMPEA  ....c..neiiiiiieeeee e e e e e e e e e e e e e et ee e e e e eataeeeeeeannneas
Million GalloNs CONSUMEA ...ttt et e et e e st e e et e e e aeee e seeeaanneeeanneeeanseeeanneeennneenn
1= V= 11 PP
L 170 [ =T 01 €SP ER
Plant Capacity in Million Gallons per Day
Supply PUMPING StatiONS  ....oeieiieeie et e e aeeas
Major PUMPING StAtIONS  ...eiiiiiiieeiiie ettt e ettt e e e e e e sae e e e snneeeenneeeannneeenneeennneeennnneenn
L= o100 T o) g o TR ] €= 11 [0 3

January 31, 1846

January 31, 1846

Council-Mayor

95.8 square miles

1,418
14
416

955
935
547

986
$ 160,293,525

36
1,151
1,039

2,953
2,149

194
503
59

277

833,000
161,161
44,309
37,289
1960.2
19,758

760
687
313
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CITY OF MILWAUKEE
MISCELLANEOUS STATISTICAL DATA
December 31, 2004

Table 17 (Continued)

Lights
] (=T S 67,294
PP PP PSP 8,803
Employees: Average Number During 2003
Total Employees - Civil Service and EXEmMPt ... 7,555
Exempt Employees - Excluding Summer Youth Employment Training Program and
EIECHON WOTKEIS ..ottt e et e e e e e e e eeas 266
Elections (Regularly scheduled - City wide only)
Pre-Registered Voters - February 2004 ...t 344,361
Pre-Registered Voters - April 2004  ........ooiiiiiiiiiie et 360,032
Pre-Registered Voters - September 2004 .......cooiiiiiiii s 382,737
Pre-Registered Voters - November 2004 ... e 396,600
Votes Cast in
Spring Primary Election - February 17, 2004 .......coooiiiiiiiiiiieeiie e 139,362
Spring General Election - April 6, 2004 ... 163,026
Fall Primary Election - September 14, 2004 ... it 94,643
Fall General Election - November 2, 2004 ........oeeeeiieee e e e e e e ns 277,535
Percentage of Pre-registered Voters Voting in
2004 Spring Primary EIECHON ......oiiiieiie e 40.00%
2004 Spring General EIECHON  ........iiiiiiiiie s 46.72%
2004 Fall Primary EIECHON  .....eiiiiiiieieiiie ittt 24.73%
2004 Fall General EIECHON ........iiiiiiiiiiie ettt ettt 69.98%
Population (A)
2000 ettt bt h e h b e R et Rt e e k£t SR £t oAb e e Re e eRe e 4 £ £ e 4Rt e e AR e e 4Rt e e R e e nR bt eR b e enn e e nhneeneennee s 605,572
2200 USRS 595,508
2010 USRS PR 595,958
2003 et h bRt h e ke e R e e oAbt eR£ e eR et b e e oAt e oAbt e R et e bt e Rb e e Rb e e beenneeeneenaee s 595,245
2004 e b SRS R £ R £ E £ £RE 4SS R R S£ R E R E SRR AR bR bR s 593,920
(A)  The 2000-2004 populations are estimated from the Wisconsin Department of Administration population used in

the distribution of State Shared Taxes.
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